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DEPARTMENT  OF  AGRICULTURE 

Food  and  Nutrition  Service 

7CFR  Part  273 

I  Amendment  No.  1841 

Food  Stamp  Program:  Monthly 
Reporting/Retrospective  Accounting 

agency:  Food  and  Nutrition  Service, 
USDA. 

ACTION:  Proposed  rulemaking. 

SUMMARY:  The  Department  is  proposing 
procedures  for  the  Food  Stamp  Program 
that  would  enable  a  State  agency  to 
elect  a  system  of  Monthly  Reporting/ 
Retrospective  Accounting  (MR/RA). 
Under  this  system,  a  household  would 
mail  in  reports  of  its  monthly  income, 
deductions,  and  other  household 
circumstances.  Then  the  State  agency 
would  use  these  retrospective  figures, 
rather  than  prospective  estimates,  to 
compute  the  household’s  eligibility  and 
coupon  allotment.  MR/RA  is  intended  to 
help  States  to  reduce  error  rates  by 
using  verifiable  data  instead  of  data 
developed  through  estimates  and 
projections.  In  addition,  these  rules 
simplify  program  administration  by 
allowing  a  State  to  utilize  MR/RA  for 
those  food  stamp  households  which  are 
already  subject  to  such  a  system  for  the 
Aid  to  Families  With  Dependent 
Children  (AFDC)  program.  The 
Department  intends  to  hold  an  open 
meeting  to  discuss  these  regulations. 
When  final  arrangements  have  been 
made,  the  Department  will  publish  the 
time  and  location  of  the  meeting  in  the 
Federal  Register.  All  interested  parties, 
including  Program  and  computer 
personnel  from  those  State  agencies 
currently  operating  or  planning  to 
operate  a  MR/RA  system  for  the  AFDC 
program,  are  strongly  urged  to  attend. 
DATES:  Comments  must  be  received  on 
or  before  February  3. 1981  in  order  to  be 
assured  consideration.  After  reviewing 
all  comments,  we  will  publish  final 
regulations.  In  addition,  the  Department 
will  hold  an  open  meeting  on  January  5, 
1981  to  discuss  these  regulations. 
ADDRESS:  Comments  should  be 
submitted  to:  Claire  Lipsman,  Director, 
Program  Development  Division,  Family 
Nutrition  Programs,  Food  and  Nutrition 
Service,  United  States  Department  of 
Agriculture.  Washington,  D.C.  20250. 
Inquiries  or  comments  about  the 
planned  open  meeting  to  discuss  these 
regulations  should  also  be  submitted  to 
this  address.  The  Department  will 
publish  the  time  and  location  of  the 
meeting  in  a  future  issue  of  the  Federal 
Register. 


All  written  comments  will  be  open  to 
public  inspection  at  the  office  of  the 
Food  and  Nutrition  Service,  USDA. 
during  regular  business  hours  (8:30  a.m. 
to  5:00  p.m.,  Monday  through  Friday)  at 
500  12th  Street  S.W.,  Washington.  D.C.. 
Room  678. 

FOR  FURTHER  INFORMATION  CONTACT: 

Susan  McAndrew,  Chief.  Program 
Standards  Branch,  Program 
Development  Division,  Family  Nutrition 
Programs,  Food  and  Nutrition  Service, 
United  States  Department  of 
Agriculture,  Washington,  D.C.  20250; 
202-447-6535.  A  draft  Impact  Analysis 
describing  the  options  considered  in 
developing  this  proposed  rule  and  the 
impact  of  implementing  each  option  is 
available  on  request  from  the  above 
named  individual. 

SUPPLEMENTARY  INFORMATION:, This 
proposed  action  has  been  reviewed 
under  USDA  procedures  established  in 
Secretary’s  Memorandum  1955  to 
implement  Executive  Order  12044,  and 
has  been  classified  “not  significant." 

Background 

Current  procedures  for  computing 
income  and  allotment  levels  in  the  Food 
Stamp  Program  are  based  on  a  system  of 
prospective  budgeting.  The  eligibility 
work  (EW)  calculates  household  need 
by  estimating  future  income,  resources, 
and  deductible. expenses  at  the  time  of 
certification.  The  EW  considers  a 
household's  past  income  and  deductions 
as  an  indicator  of  what  its  financial 
circumstances  will  be  during  the 
certification  period.  However,  the  EW 
does  not  use  only  past  income  and 
deductions  to  predict  future  household 
circumstances  for  the  certification 
period,  but  also  considers  changes  that 
have,  occurred  or  can  be  anticipated  in 
projecting  an  income  amount  for  future 
months  so  that  the  food  stamp  benefits  a 
household  would  receive  correspond  to 
the  income  available  to  purchase  food. 
There  is  no  regularly  scheduled  update 
of  these  estimates  to  ensure  a 
reexamination  of  benefit  levels  except 
at  the  time  of  recertification.  If  changes 
occur  during  the  certification  period,  the 
household  is  required  to  report  such 
changes  to  the  EW  so  that  household 
benefits  can  be  adjusted.  If  the  State 
agency  becomes  aware  of  a  change 
affecting  certain  households,  either 
through  a  third  party  or  a  general  benefit 
change  in  a  related  program  (e.g.  Social 
Security),  household  benefits  levels  are 
also  adjusted.  Errors  can  result  if 
household  circumstances  change  in 
future  months  but  are  not  reported  by 
the  household,  or  are  not  acted  on  by 
the  State  agency,  in  a  timely  fashion. 


Retrospective  budgeting,  on  the  other 
hand,  relies  upon  hindsight  to  determine 
a  household’s  eligibility  and  benefit 
levels.  Combined  with  a  system  of 
periodic  status  reports  from  participants. 
MR/RA  provides  a  regular  mechanism 
to  update  a  household’s  benefit  level. 

The  household  reports  its  actual  income 
and  deductions  for  a  particular  month: 
the  State  agency  processes  this 
information  and  then  issues  benefits  to 
the  household.  Since  it  is  not  necessary 
to  predict  how  much  income  will  be 
available  for  the  future,  retrospective 
accounting  may  result  in  fewer  errors 
than  prospective  accounting,  although 
demonstration  projects  in  other  benefit 
programs  have  so  far  not  confirmed  that 
this  is  the  case.  The  drawbacks  to  such 
a  system  are  the  administrative  cost  and 
burden  of  processing  reports  each 
month,  the  time  lag  in  providing  benefits 
to  households,  and  the  increased 
paperwork  burden  on  large  numbers  of 
low  income  households,  some  of  whom 
may  have  difficulty  in  completing 
government  forms  on  their  own.  The 
food  stamps  a  household  receives  in  one 
month  are  based  on  a  prior  month’s 
income  and  circumstances  and  may  not 
correspond  to  its  current  need  for  food 
assistance. 

With  the  passage  of  Pub.  L.  96-249.  94 
Stat.  357,  May  26, 1980,  the  Food  Stamp 
Act  Amendments  of  1980,  Congress  (in 
Sections  107  and  110-113)  provided  that 
a  State  agency  which  elects  to 
implement  a  MR/RA  system  may  do  so, 
using  the  guidelines  developed  by  the 
Secretary. 

The  law  stipulates  that  all  newly- 
applying  households  would  be  certified 
for  the  initial  month  of  eligibility  under 
the  current  prospective  accounting 
procedures.  The  State  would  also 
employ  prospective  in  subsequent 
month(s),  as  necessary,  to  avoid 
counting  income  received  prior  to  the 
date  of  application.  Prospective 
accounting  during  the  early  months  for 
newly  certified  households  would 
respond  to  their  immediate  need  for 
food  assistance.  After  this  initial  period, 
the  household  would  report  its  actual 
financial  circumstances  using  the 
monthly  report  and  food  stamp  benefits 
thereafter  would  be  calculated  based  on 
actu^  figures  rather  than  projections. 

The  Department  of  Health  and  Human 
Services  (HHS)  has  provided  a  State 
option  for  retrospective  budgeting  in  its 
Aid  to  Families  with  Dependent 
Children  (AFDC)  program.  California, 
Illinois,  Kansas,  Michigan,  Oregon,  and 
Washington  have  implemented  the 
system  and  several  additional  State 
agencies  are  participating  in  a  MR/RA 
demonstration  project.  In  developing 
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these  regulations,  the  Department  has 
worked  closely  with  the  Department  of 
Health  and  Human  Services’  (HHS) 
representatives,  taking  into 
consideration  the  results  of  their 
experience.  Every  attempt  has  been 
made  to  standardize  the  MR/RA  system, 
acknowledging  that  the  requirements  of 
the  Food  Stamp  and  AFDC  Programs 
will  continue  to  vary. 

Introduction 

In  designing  a  proposed  system  for 
MR/RA,  the  Department  established 
four  fundamental  principles: 

— Monthly  reports  should  be  as  easy  for 
program  participants  to  complete  as 
possible.  The  questions  on  the  forms 
should  be  simple,  should  not  present 
participants  with  numerous  options 
and  decisions,  and  should  require 
consistent  information  month  after 
month  so  that  form  completion 
becomes  a  familiar  routine. 

— Program  participants  that  are  in  MR/ 
RA  should  be  in  no  worse  position 
than  excluded  participants. 

— MR/RA  systems  for  the  Food  Stamp 
Program  should  be  compatible  with 
AFDC  systems  to  the  maximum  extent 
possible,  taking  into  account  basic 
differences  in  the  requirements  and 
procedures  of  the  two  programs. 

— MR/RA  should  endeavor  to  remove 
the  uncertainty  associated  with 
attempting  to  anticipate  income  and 
other  household  circumstances,  and  to 
reduce  error  rates  through  a 
systematic  mechanism  to  report 
changes  in  household  circumstances. 
The  procedures  developed  for  MR/RA 
work  on  a  cycle  of  three  distinct  time 
periods:  the  budget  month;  the 
processing  period:  and  the  issuance 
month.  The  household  fills  out  and  mails 
in  the  monthly  report,  the  State  agency 
takes  the  necessary  action,  and  food 
stamp  benefits  are  issued. 

An  exception  from  the  cycle  of  using 
income  received  in  a  previous  month  to 
calculate  the  benefits  for  a  subsequent 
month  is  established  for  households 
experiencing  a  sudden  and  significant 
change  in  income  or  households  gaining 
a  new  member.  The  law  calls  upon  the 
Department  to  make  modifications  or 
exceptions  to  MR/RA  income 
procedures  to  accommodate  these 
households.  The  provision  of 
supplemental  food  stamp  benefits  is 
based  on  the  household’s  immediate 
need  rather  than  its  prior  situation. 

The  system  is  designed  with  other 
flexibilities  and  options  so  that  those 
State  agencies  who  wish  can  merge  food 
stamp  MR/RA  with  their  monthly 
reporting  system  for  AFDC  households 
or  can  use  the  system  as  a  tool  in 


attempting  to  reduce  the  quality  control 
error  rate.  Those  options  are  explained 
in  the  more  detailed  discussion  of  major 
issues  below. 

Administration 

The  Act  and  legislative  history  clearly 
state  that  State  agencies  are  to  be  given 
the  option  of  operating  a  monthly 
reporting/retrospective  accounting 
system.  It  is  equally  clear,  however,  that 
the  Secretary  is  to  prescribe  standards 
under  which  such  systems  will  be 
operated.  To  ensure  that  MR/RA 
systems  will  operate  in  an  efficient  and 
effective  marmer,  the  Department  is 
proposing  five  criteria  which  must  be 
met  before  FNS  gives  its  approval.  It  is 
envisioned  that  these  criteria  be  met 
sequentially;  FNS  would  be  available  to 
provde  technical  assistance  in  all 
phases  of  the  process.  As  a  first  step,  the 
State  would  have  to  demonstrate  its 
ability  to  manage  a  MR/RA  system 
effectively.  In  making  this 
determination,  FNS  would  consider 
evidence  such  as  a  sound  general 
system  design,  availability  of  personnel 
and  computer  equipment  as  necessary, 
and  ability  to  process  MR/RA 
information.  Second,  in  providing  detail 
to  the  general  system  design,  each  State 
agency  would  have  to  verify  that  the 
requirements  specified  in  final 
regulations  are  met.  The  third  criterion, 
which  is  discussed  in  greater  detail 
below,  is  that  the  State  agency  pretest 
the  MR/RA  system.  Testing  will  give 
assurance  that  both  participants  and 
State  agency  personnel  can  adapt  to  the 
requirements  of  the  system.  The  fourth 
requirement  is  the  development  of 
operating  guidelines  which  clearly 
delineate  the  responsibilities  of 
participants,  eligibility  workers,  and 
data  management  workers  in  the 
system’s  operation.  Such  material  would 
be  approved,  if  acceptable,  by  FNS 
Regional  offices  as  all  other  material  is 
currently  approved.  The  fifth  and  final 
criterion  is  that  all  forms  developed  as  a 
result  of  the  MR/RA  procedure  receive 
FNS  approval.  While  FNS  will  develop 
model  forms,  it  is  anticipated  that  the 
majority  of  States  opting  to  implement 
MR/RA  will  seek  approval  to  modify 
such  forms  to  accommodate  existing 
AFDC  systems  or  data  processing  needs. 

Before  implementing  MR/RA  systems. 
State  agencies  would  solicit  public 
comments  on  the  operation  and 
requirements  of  their  proposed  systems. 
A  requirement  for  soliciting  public 
comment  is  proposed  in  order  to  ensure 
that  the  needs  and  circumstances  of  the 
low-income  population  in  each  State  are 
fully  addressed.  States  would  solicit 
public  comment  in  accordance  with 
public  comment  procedures  to  be 


prescribed  in  forthcoming  final 
regulations  on  State  Plans  of  Operation. 
These  procedures  provide  States  with  a 
number  of  options  for  procedures  to  use 
in  soliciting  comment. 

The  most  critical  step  in  the  approval 
process  is  the  State  agency’s  conduct  of 
a  pretest.  It  is  essential  that  the  impact 
of  the  proposed  system  on  participants 
and  State  agency  personnel  be  cleaHy 
assessed.  The  pretest  would  be  designed 
to  measure:  (1)  clients’  understanding  of 
their  responsibilities  under  the  MR/RA 
system  and  ability  to  complete  the 
related  forms  and  (2]  the  State  agency’s 
ability  to  provide  appropriate  forms  to 
clients,  process  information  received, 
and  issue  benefits  and  notices  within 
the  appropriate  time  frames.  The  pretest 
would  allow  the  State  agency  to  make 
the  necessary  modifications  to  the 
system.  In  addition,  based  on  the  pretest 
results,  FNS  would  be  better  able  to 
determine  the  ability  of  the  State  agency 
to  effectively  manage  a  MR/RA  system. 
For  those  State  agencies  currently 
operating  a  MR/RA  system  for  AFDC 
which  wish  to  add  the  food  stamp 
component,  the  pretest  would  be 
somewhat  more  limited  in  scope.  Given 
that  the  State’s  AFDC  system  was 
functioning  effectively,  the  goal  of  the 
pretest  would  be  to  ensure  that  clients 
were  able  to  understand  and  complete 
the  revised  form. 

As  a  final  point,  while  MR/RA  would 
modify  the  methodology  used  in  various 
procedural  aspects  of  program 
administration,  such  as  the  basis  for 
determining  eligibility  and  benefit  levels 
and  processing  of  information,  all 
aspects  of  program  administration  not 
specifically  modified  by  this  section  of 
the  regulations  would  remain  in  effect 
for  both  State  agencies  and  participating 
households. 

Definitions 

Because  MR/RA  represents  a 
departure  from  FNS’  normal  prospective 
budgeting  methodology,  a  new  set  of 
definitions  specifically  tailored  to  MR/ 
RA  has  been  developed. 

(1)  Adequate  notice — Since  State 
agencies  will  be  taking  action  based  on 
the  information  contained  on  the 
monthly  report,  the  current  concept  of  a 
10  day  notice  of  adverse  action  has  been 
modified.  State  agencies  will  provide 
participant  households  with  information 
on  how  benefit  levels  and  eligibility 
were  determined.  However,  based  on  a 
State  agency’s  processing  time  and  the 
date  of  submission  of  the  monthly 
report,  such  information  may  not  be  able 
to  be  provided  to  participating 
households  ten  days  prior  to  the  normal 
benefit  issuance  date.  To  protect 
households,  while  still  allowing  the  MR/ 
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RA  system  to  be  administratively 
operational,  the  rules  provide  that  a 
household  be  given  adequate  notice  of  a 
change  in  benefits  no  later  than  the 
normal  date  of  issuance  of  those 
benefits,  and  that  the  mailing  date  of  the 
adequate  notice  be  followed  by  a  ten- 
day  period  in  which  the  household  could 
contest  the  action,  request  a  fair  hearing, 
and  have  benefits  restored.  This 
approach  is  consistent  with 
requirements  in  HHS  regulations 
governing  MR/RA  systems  in  the  AFDC 
program. 

(2)  Budget  month — ^The  budget  month 
concept  is  an  integral  part  of  the  MR/RA 
system.  The  budget  month  is  the  period 
of  time  covered  by  the  monthly  report. 
Once  retrospective  accounting  has 
begun,  information  from  the  budget 
month  serves  as  the  basis  for 
determining  household  eligibility  and 
benefit  levels. 

(3) .  Certification  period — ^The  concept 
of  a  certification  period  assumes  a 
different  dynamic  with  the  introduction 
of  MR/RA.  When  prospective 
accounting  is  used,  certification  periods 
cover  the  period  of  time  over  which 
future  circumstances  can  be  reasonably 
predicted.  MR/RA  gives  the  State 
agency  the  ability  to  detect  and  react  on 
a  monthly  basis  to  changes  in  household 
circumstances.  Thus,  given  the  State 
agency’s  ability  to  adjust  benefit  levels 
and  the  household’s  requirement  to 
regularly  report  its  circumstances,  the 
minimum  certiHcation  period  would  be 
six  months.  While  consideration  was 
given  to  assigning  households  indefinite 
certification  periods,  periodic  client — 
eligibility  worker  contact  and  review  of 
household  circumstances  was 
determined  important  in  ensuring 
program  integrity. 

(4)  Issuance  month — In  a  MR/RA 
system,  the  issuance  month  refers  to  the 
period  of  time  for  which  benefits  are 
issued.  Benefit  levels  in  the  issuance 
month  are  based  on  information  from 
the  budget  month.  Depending  on  the 
State  agency’s  system,  the  issuance 
month  may  follow  the  budget  month  by 
as  little  as  fifteen  days  but  will  normally 
follow  the  budget  month  by  a  full  month. 

(5)  Prospective  accounting — 
Prospective  accounting  refers  to  the 
current  method  of  determining 
household  eligibility  and  benefit 
levels — estimates  are  made  of  future 
month’s  circumstances  and  households 
are  required  to  report  changes  when 
those  best  estimates  are  incorrect. 

(6)  Retrospective  accounting — 
Retrospective  accounting  is  a  method  of 
calculating  eligibility  and  benefit  levels 
which  relies  on  actual  circumstances  in 
a  previous  month  rather  than 
prospective  information. 


(7)  Supplemental  benefits — Because 
retrospective  accounting  relies  on  prior 
month  information  to  determine 
issuance  month  benefits,  the  coritept  of 
supplemental  benefits  has  been 
introduced.  Supplemental  benefits  will 
be  issued  during  any  issuance  month 
when  the  household’s  gross  or  net  ' 
income  has  fallen  significantly,  its 
deductible  expenses  have  risen  sharply, 
or  a  new  household  member  joins  the 
household. 

Included  Households 

The  regulations  propose  to  allow  the 
State  agency  a  wide  degree  of  latitude  in 
determining  which  portion  of  the  food 
stamp  caseload  will  be  included  in  the 
MR/RA  system.  The  State  may  institute 
MR/RA  in  one  or  all  project  areas  in  the 
State.  The  State  may  choose  to  include 
AFDC/FS  households  only,  non¬ 
assistance  food  stamp  households  only, 
or  both  AFDC/FS  and  non-assistance 
households,  with  the  exceptions  noted 
below. 

Both  the  law  and  legislative  history 
recognize  that  inclusion  in  the  MR/RA 
system  may  not  be  practical  to  the 
circumstances  of  all  households.  While 
migrant  farmworker  households  are 
specifically  mentioned  in  the  House 
Committee  Report  (Report  No.  96-788, 
96th  Cong.,  2d  Sess.,  p.  85)  as  a  category 
of  households  which  should  be  excluded 
from  MR/RA,  the  Secretary  is  given 
discretion  to  determine  other  classes  of 
households  which  would  also  be 
excluded.  In  reviewing  the  existing 
categories  of  food  stamp  households,  the 
Department  has  determined  that  in 
addition  to  households  that  are  part  of 
the  migrant  stream,  four  other  categories 
of  households  should  be  excluded  from 
the  MR/RA  system.  ’The  first  of  these  is 
households  with  a  member  on  strike, 
provided  that  the  household  was  not 
certified  before  the  date  the  strike 
began.  This  exclusion  is  established  due 
to  the  likelihood  of  such  persons 
returning  to  work  within  a  short  period 
of  time.  Under  a  retrospective  system, 
these  households  could  continue  to 
draw  benefits  for  a  period  of  time  after 
returning  to  work.  The  transition  to  a 
retrospective  accounting  system  is 
impractical  for  these  households,  both 
from  an  administrative  and  a  fiscal 
viewpoint.  Such  households  would 
continue  to  be  certified  in  accordance 
with  prospective  accounting  procedures. 

The  second  type  of  household  the 
Department  proposes  to  exclude  from 
MR/RA  is  one  without  earned  income 
and  in  which  all  members  are  either 
elderly  or  disabled.  Since  income  of 
such  households  is  normally  stable, 
generally  being  derived  from  either 
Retirement,  Survivors  and  Disability 


Insurance  (RSDI)  or  Supplemental 
Security  Income  (SSI)  payments,  the 
Department  believes  that  their  inclusion 
would  serve  no  useful  purpose.  In 
addition,  the  Department  believes  that  a 
requirement  to  complete  a  report  each 
month  upon  penalty  of  having  benefits 
cut  off  could  result  in  hardships  for 
elderly  and  disabled  households.  The 
House  Committee  Report  urges  that  such 
household  be  excluded  from  MR/RA. 

The  third  category  would  be  those 
households  which  the  State  agency 
knows  will  be  eligible  for  food  stamps 
for  only  a  temporary  period.  An 
example  of  such  a  household  would  be  a 
person  who  recently  was  laid  off  and 
applies  for  the  program  in  June  and  who 
will  be  starting  a  job  in  August  which 
would  make  him  ineligible  for  food 
stamp  assistance.  The  Department 
believes  that  inclusion  of  households 
which  would  be  eligible  for  the  Program 
for  three  months  or  less  would  result  in 
both  administrative  inefficiency  and  a 
potential  issuance  of  benefits  to 
households  after  their  income  has  risen 
over  the  eligibility  limits.  These 
households  would  be  identified  on  a 
case-by-case  basis  by  the  State  agency. 

The  fourth  category  of  households 
that  the  Department  proposes  to  exclude 
consists  of  some  households  requiring 
special  assistance  in  applying  for  food 
stamps.  If  households  have  an  ongoing 
need  for  special  assistance  in 
completing  a  monthly  report  and  such 
special  assistance  is  not  available,  they 
would  be  excluded.  Like  the  third 
category,  these  households  would  also 
be  identified  individually  by  the  State 
agency.  This  determination  would  be 
made  at  the  time  of  application  or 
conversion  to  the  MR/RA  system  and 
would  be  based  on  the  State  agency’s 
perception  and  knowledge  of  household 
circumstances.  Examples  of  households 
that  may  be  excluded  under  this 
provision  would  include  the  disabled, 
non-English  speaking  persons  in  areas 
without  bilingual  services,  and  persons 
whose  reading  and  writing  skills  are  so 
limited  that  they  cannot  complete  the 
report  form  on  their  own.  Under  no 
circumstance  would  the  State  agency 
require  the  household  to  obtain  its  own 
special  assistance  in  completing  a 
monthly  report  as  a  condition  of 
eligibility. 

Information  on  System  Operation 

Because  of  the  impact  of  the  MR/RA 
system  on  household  benefits,  it  is  of 
critical  importance  that  applicant  and 
participant  households  thoroughly 
understand  how  the  system  works  and 
what  their  specific  responsibilities  are. 
To  accomplish  this,  the  proposed  rules 
require  the  State  agency  to  provide  both 
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oral  and  written  information  on  the 
system’s  operation,  including  the 
availability  of  supplemental  benefits, 
and  the  telephone  number  of  a  person 
for  the  household  to  contact  if  there  is 
difficulty  in  completing  a  report  or  in 
understanding  any  of  the  system’s 
components.  In  addition,  it  is  proposed 
that  during  the  normal  ccrtiHcation 
interview,  the  State  agency  explain  to 
each  included  household  how  to  comply 
with  MR/RA  requirements,  including 
how  to  complete  and  file  the  report,  and 
what  verification  should  be  submitted 
with  the  report. 

Determining  Eligibility  and  Benefit 
Levels  During  the  Initial  Months 

To  alleviate  hardships  which  would 
result  from  applying  retrospective 
budgeting  techniques  to  applicant 
households  who  had  recently 
experienced  a  change  in  circumstances, 
the  regulations  provide  for  the  use  of 
current  prospective  budgeting 
techniques  in  the  initial  months  of 
eligibility.  For  the  initial  months  of 
household  certification,  the  State  agency 
would  determine  eligibility  and  benefit 
levels  in  accordance  with  current 
prospective  accounting  procedures.  The 
actual  number  of  months  during  which  a 
household’s  benefit  level  and  eligibility 
would  be  determined  prospectively 
would  be  dependent  upon  the  time  it 
takes  for  the  conditions  discussed  in 
Transition  to  the  MR/RA  System  below 
to  be  met.  In  gathering  prospective  data 
from  a  household,  the  State  agency 
would  assume  that  a  maximum  number 
of  months  would  be  required  to  convert 
the  household  to  retrospective 
accounting  to  assure  that  sufficient 
prospective  data  is  obtained.  The  State 
agency  would  make  every  reasonable 
effort  to  obtain  complete  and  accurate 
household  data  for  the  period  of 
prospectivity.  If,  however,  a  monthly 
report  subsequently  shows  that  income 
or  other  household  circumstance 
anticipated  earlier  was  inaccurate,  the 
State  agency  would  not  issue  a  claim 
against  the  household  unless  the 
household  failed  to  provide  available 
information  or  a  State  agency  error  was 
involved. 

Transition  to  the  MR/RA  System 

The  proposed  regulations  establish 
four  criteria  for  converting  participating 
households  to  the  MR/RA  system  and 
entering  newly  applying  households  into 
this  system.  The  general  principles 
behind  this  section  are  that:  (1)  income 
received  prior  to  the  date  of  application 
not  be  included  in  retrospective  income 
calculations;  (2)  households  not  be 
required  to  submit  monthly  reports  prior 
to  receiving  their  initial  notice  of 


eligibility;  (3)  households  have  enough 
time  to  complete  and  submit  the  report; 
and  (4)  scheduled  issuances  not  be 
delayed  or  interrupted. 

First,  to  avoid  the  inclusion  of  income 
received  prior  to  the  date  of  application 
which  may  not  be  currently  available, 
the  regulations  provide  that  the  initial 
budget  month  would  not  be  earlier  than 
the  first  full  month  subsequent  to  the 
date  of  application.  For  example,  if  a 
household  applies  for  benefits  on  March 
15,  the  first  budget  month  could  be  no 
earlier  than  April  if  the  State  operates 
on  a  calendar  month  basis.  The  House 
Committee  Report  directs  that  income 
received  prior  to  the  date  of  application 
not  be  used  in  retrospective  accounting. 

The  second  proposed  criterion  is  that 
a  household  could  not  be  required  to 
submit  a  monthly  report  prior  to 
receiving  its  notice  of  eligibility.  This  is 
proposed  because  the  Department 
believes  that  it  would  be  both  confusing 
and  unfair  to  expect  a  household  to 
complete  and  file  a  monthly  report  if  it  is 
unsure  whether  its  application  has  been 
accepted  or  rejected.  The  House 
Committee  Report  directs  that  such  a 
provision  be  included  in  MR/RA 
systems. 

The  third  and  fourth  criteria  relate 
directly  to  the  second.  The  household 
would  have  to  be  notified  of  its 
eligibility,  receive  the  monthly  report, 
and  have  a  minimum  of  five  days  from 
receipt  of  the  report  to  the  filing  due 
date.  This  is  similar  to  the  requirement 
in  AFDC  regulations.  The  Department 
believes  this  minimum  period  is 
necessary  to  allow  the  household  to 
complete  the  report,  collect  the 
necessary  verification  and  provide  for 
normal  mailing.  The  final  point  involves 
the  household’s  issuance  schedule.  If  the 
processing  time  for  the  State  agency  is 
such  that  the  next  regularly  scheduled 
issuance  of  benefits  would  be  delayed, 
retrospective  accounting  would  not  be 
initiated  until  the  next  issuance  month. 
This  is  done  to  ensure  that  transition  to 
the  MR/RA  system  does  not  interfere 
with  the  processing  standards  nor  with 
the  household’s  light  to  receive  already 
,  authorized  benefits. 

Monthly  Reporting 

Monthly  reporting  by  participating 
households  provides  State  agencies  with 
the  necessary  information  to  make 
retrospective  determinations  of 
household  eligibility  and  benefit  levels. 
Because  the  system  is  dependent  on  this 
information,  the  regulations  propose  that 
the  submission  of  such  reports  become  a 
condition  for  continuing  a  household’s 
eligibility  for  the  program.  A 
household’s  failure  to  submit  the 
required  monthly  report  would  make  it 


impossible  for  the  State  agency  to  make 
a  determination  of  either  eligibility  or 
benefit  levels.  While  the  submission  of  a 
completed,  signed  monthly  report  would 
be  a  condition  of  continuing  eligibility, 
the  State  agency  would  not  be  allowed 
to  impose  any  additional  change 
reporting  requirements.  The  monthly 
report  would  then  become  a  uniform, 
single  method  for  household 
communication  with  the  State  agency, 
although  the  household  could 
voluntarily  inform  the  State  agency  of 
changes  in  other  ways.  The  State  agency 
would  be  required,  if  necessary,  to 
contact  the  household  in  response  either 
to  the  information  on  the  report  or  to 
information  which  has  otherwise 
become  known  to  the  State  agency. 

Because  the  monthly  report  is  so  vital 
to  the  system,  the  Department  has 
proposed  requirements  for  its 
distribution,  submission,  and  content. 

To  ensure  continuity  and  avoid 
confusion,  the  regulations  state  that  the 
monthly  report  be  received  by  the 
household  around  the  same  date  each 
month.  The  regulations  further  propose 
that  the  form  be  given  to  households 
sufficiently  in  advance  of  the  filing  date 
to  allow  at  least  five  days  for  form 
completion  and  mailing  time  before  the 
filing  due  date.  As  discussed  above,  this 
time  period  is  considered  sufficient  for 
filling  out  the  report,  gathering  the 
necessary  verification  and  mailing.  As  a 
complementary  requirement,  it  is 
proposed  that  the  filing  date  for  the 
monthly  report  be  no  earlier  than  five 
days  after  the  end  of  the  budget  month. 
This  requirement  is  intended  to  ensure 
that  the  household  has  sufficient 
information  in  hand  to  fully  complete 
the  report  based  on  actual 
circumstances  for  the  budget  month. 
Because  of  postage  costs,  the  regulations 
also  would  require  that  the  State  agency 
provide  each  household  with  a  postage 
paid,  return  envelope  for  the  form.  The 
requirement  is  directed  by  the  House 
Committee  report,  and  is  also  required 
by  the  HHS  regulations  governing  MR/ 
RA  systems  in  the  AFDC  program. 

It  is  the  Department’s  intention  to 
design  a  model  monthly  reporting  form 
that  State  agencies  may  elect  to  use.  It  is 
recognized,  however,  that  many  States 
which  will  opt  to  initiate  a  MR/RA 
system  ^  food  stamps  may  already 
have  such  a  system  for  their  AFDC 
caseload  and  will  be  using  a  joint 
AFDC/FS  reporting  form.  It  is  also 
recognized  that  most  MR/RA  systems 
will  be  supported  by  a  highly 
sophisticated,  automated  data 
processing  system  and  that  the  MR  form 
will  be  designed  to  accommodate 
system  needs.  Therefore,  most  States 
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will  likely  design  their  own  forms.  The 
rules  propose  that  specific  limitations  be 
placed  on  the  contents  of  the  form, 
except  in  the  case  of  a  joint  AFDC/FS 
form  where  additional  questions  needed 
to  determine  AFDC  eligibility  may  be 
posed.  In  any  case,  the  monthly 
reporting  form  will  have  to  be  designed 
to  ensure  that  clients  understand  both 
the  questions  and  the  actions  that  will 
be  taken  by  the  State  agency  on  the 
information  provided.  The  report  also 
must  inform  clients  of  the  actions  that 
they  must  take,  including  what 
verification  must  be  submitted  and  the 
date  by  which  the  report  must  be  filed: 
and  advise  the  household  of  its  rights 
and  responsibilities.  With  regard  to 
verification,  the  Department  is 
proposing  verification  requirements  for 
monthly  reporting  which  closely 
resemble  the  general  verification 
requirements  which  the  Department 
proposed  on  August  12, 19M,  (45  FR 
53792).  In  issuing  final  monthly  reporting 
regulations,  the  Department  will 
consider  comments  received  on  both 
proposed  rulemakings.  The  Department 
proposes  that  two  basic  verification 
requirements  would  be  stated  on  the 
form.  First,  all  households  reporting 
earned  income  would  be  required  to 
submit  documentation  of  such  income 
with  each  report.  Second,  households 
wishing  to  claim  a  utility  expense  in 
excess  of  the  standard  would  have  to 
submit  the  bill  as  proof  of  that  expense. 
The  Department  has  identified  these  two 
items  as  being  most  subject  to  variation 
from  month  to  month.  The  State  agency 
would  also  require  the  household  to 
provide  verification  of  medical 
expenses.  It  is  proposed  that  State, 
agencies  be  given  the  option  of  requiring 
verification  of  all  medical  expenses 
every  month  or  only  when  total  medical 
expenses  change  by  more  than  $25. 

State  agencies  would  also  require 
verification  of  additional  reported  items 
which  it  had  either  identified  through 
the  use  of  an  error-prone  profile  or 
which  it  had  opted  to  verify  under  the 
procedures  contained  in  §  273.2(f](9}(ii). 
Verification  requirements  could  not  be 
extended  beyond  those  established 
under  §  273.2(f)(9](ii]  except  in  the  case 
of  a  joint  AFDC/FS  report  form  where 
broader  AFDC  verification  requirements 
could  be  imposed,  and  then  only  on 
AFDC/FS  cases. 

It  is  also  proposed  that  in  areas 
subject  to  the  existing  bilingual 
requirement,  the  form  must  be  provided 
in  the  appropriate  foreign  language.  The 
State  agency  may  also  develop  a 
method,  subject  to  FNS-approval,  which 
would  include  non-English  speaking 
households  in  the  MR/RA  system  in 


these  areas  that  are  not  subject  to  the 
bilingual  requirements.  This  provision  is 
designed  to  make  the  system  accessible 
to  as  many  households  as  possible  as 
well  as  make  it  fair  to  these  households. 

The  form  would  specify  a  source  of 
additional  information  at  the  State 
agency  which  the  household  could 
contact  and  specify  how  the  household 
could  apply  for  supplemental  benefits. 
Other  requirements  would  include  a 
statement  to  b'fe  signed  by  the  head  of 
the  household  indicating  his  or  her 
understanding  that  changes  in  benefits 
could  result  from  the  information 
provided.  These  specifications  are 
designed  to  ensure  that  the  household  is 
adequately  protected  and  informed  and 
are  in  conformance  with  HHS  regulation 
on  AFDC  MR/RA.  The  regulations  also 
propose  the  financial  and  non-financial 
items  that  the  households  must  report. 
These  items  are  believed  to  be  the  most 
fluctuating  and  include  the  items 
currently  required  by  the  existing 
reporting  regulations. 

The  Department  requests  that 
commenters  address  themselves  directly 
to  the  proposed  contents  of  the  report, 
the  verification  requirements  and  any 
problems  foreseen  in  merging  such 
reporting  requirements  with  existing 
AFDC  reporting  requirements. 

Special  attention  is  drawn  to  the  fact 
that  the  proposed  form  requests 
information  on  infrequent  or  irregular 
income.  Under  perspective  accounting, 
infrequent  or  irregular  income  of  under 
$30  per  quarter  is  excluded.  This 
proposed  regulation  eliminates  this 
exclusion  under  MR/RA.  The 
Department  is  interested  in  comments 
on  the  desirability  of  this  approach. 
Other  options  under  consideration 
include  providing  an  exclusion  of 
infrequent  or  irregular  income  of  up  to 
$10  a  month  (and  not  requiring  such 
amount  to  be  reported  on  the  monthly 
report  form),  and  allowing  States  the 
option  of  whether  to  require  reporting  of 
infrequent  or  irregular  income  of  under 
$10  a  month,  with  a  corresponding 
exclusion  where  this  income  is  not 
required  to  be  reported.  The  Department 
is  interested  in  comments  on  potential 
difficulties  involved  in  verifying  and 
counting  these  small  amo'unts  of 
infrequent  or  irregular  income,  and  also 
on  potential  difficulties  of  a  $10/monthly 
exclusion.  The  Department  is  interested 
in  comment  on  which  approach  would 
produce  the  fewest  errors. 

State  Agency  Action  on  Reports 

This  section  of  the  proposed  rules  sets 
forth  actions  for  State  agencies  to  take 
subsequent  to  the  filing  due  date.  The 
State  agency  would  be  responsible  for 
reviewing  all  reports  to  ensure  their 


receipt,  accuracy  and  completeness.  The 
State  agency  would  determine  that  a 
report  was  incomplete  only  if  the 
household  head  had  failed  to  sign  the 
report  or  had  omitted  necessary 
information  or  verification.  If  a  joint 
AFDC/FS  monthly  report  was  used,  the 
report  would  only  be  incomplete  for 
food  stamp  purposes  if  the  household 
head  failed  to  sign  the  report  or  to  enter 
information  necessary  for  a 
determination  of  food  stamp  eligibility 
or  benefit  level. 

The  State  agency  would  then  review 
the  monthly  report  to  identify  missing 
verification.  One  category  of  missing 
verification  would  be  documentation  of 
earned  income  or  shelter  expenses 
resulting  in  a  deduction.  This 
verification  must  be  provided  by  all 
households.  A  second  category  would 
be  verification  which  is  required  only 
when  unearned  income  changes  by  more 
than  $25  from  the  previous  month. 
Thirdly,  State  agencies  would  require 
households  to  verify  medical  expenses 
either  every  month  or  when  total 
medical  expenses  changed  by  more  than 
$25.  It  is  proposed  that  each  State 
agency  would  choose  one  of  these  two 
standards.  Lastly,  the  State  agency 
would  require  the  household  to  verify 
questionable  information  and 
information  which  the  State  agency  had 
identified  as  being  prone  to  error. 
Information  such  as  the  work  status  of  a 
new  household  member,  the  equity 
value  of  a  new  automobile  or  similar 
data  might  be  identified  as  obtainable 
through  personal  contact  with  the 
household.  The  State  agency  would,  to 
the  extent  possible,  attempt  to  rectify 
problems  with  the  monthly  report 
through  direct  personal  contact,  such  as 
a  phone  call.  However,  if  the  household 
had  failed  to  submit  the  monthly  report, 
the  report  was  incomplete,  verification 
was  missing,  or  the  report  was  unsigned, 
the  State  agency  would  send  a  notice  to 
the  household,  informing  it  of  any 
further  action  it  was  required  to 
undertake  and  of  the  extension  period 
due  date.  The  Department  has  also 
proposed  procedures  for  the  State 
agency  to  follow  in  those  instances 
where  the  necessary  verification  is  not 
submitted  by  the  end  of  the  extension 
period.  The  Department  urges  the  public 
to  review  these  procedures  closely  and 
offer  specific  recommendations  for  any 
changes  believed  necessary. 

Of  particular  note  is  the  fact  that  State 
agencies  would  not  make  changes 
resulting  in  increased  benefits  unless 
verification  supporting  such  changes  is 
submitted.  This  proposed  departure 
from  the  proposed  verification 
regulation,  which  allows  States  the 
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option  of  increasing  benefits,  is  made 
based  on  the  nature  of  retrospective 
accounting.  Verification  of  a  change 
such  as  increaded  allowable  expenses 
or  a  decrease  in  income  would  generally 
be  available  by  the  time  the  monthly 
report  is  to  be  submitted. 

Once  the  reports  have  been  received 
and  reviewed  for  completeness,  the 
State  agency  would  be  responsible  for 
using  the  information  contained  in  the 
reports  to  determine  household 
eligibility  and  calculate  benefit  levels. 
Households’  benebt  levels  would  be 
calculated  in  accordance  with  current 
procedures  but  would  be  based  on 
earned  or  unearned  income  received  or 
averaged  for  the  budget  month, 
deductions  as  billed  or  averaged  for  the 
corresponding  budget  month,  and 
household  composition  as  of  the  last  day 
of  the  budget  month.  Households  would, 
as  in  current  regulations,  be  provided 
the  option  of  having  shelter  expenses 
which  are  billed  less  often  than  monthly 
averaged. 

As  a  final  step  in  processing,  the  State 
agency  would  be  required  to  issue 
benefits  in  accordance  with  current 
issuance  procedures. 

Notices 

Because  the  MR/RA  system  has  the 
potential  for  causing  month-to-month 
variations  in  benefit  levels  and/or 
eligibility,  the  State  system  would  have 
to  be  designed  to  provide  participating 
households  with  complete  and  timely 
information  on  the  manner  in  which 
eligibility  and  benefit  levels  were 
determined.  All  such  notices  would  be 
required  to  meet  the  debnition  of 
adequate  notice  as  defined  in  this 
section.  In  the  event  that  household 
benefits  were  being  reduced  or 
terminated,  the  State  agency  would  be 
required  to  mail  the  adequate  notice  so 
that  the  household  recieves  it  no  later 
than  the  normal  issuance  date.  By 
providing  such  adequate  notice  in 
conjunction  with  the  reduced  benebts  or 
in  lieu  of  the  terminated  benebts,  the 
household  would  have  sufficient 
information  on  the  cause  and  result  of 
the  change  to  decide  whether  or  not  to 
contest  the  action  within  the  ten-day 
reinstatements  period. 

In  those  instances  where  the  State 
agency  had  not  received  a  complete  and 
signed  monthly  report  by  the  filing  due 
date,  the  State  agency  would  be 
responsible  for  notifying  the  household 
within  five  working  days  of  its  failure  to 
report.  The  notice  would  contain 
information  on  the  penalty  for  failing  to 
file  a  complete,  signed  report;  and 
specify  the  reason  the  report  is 
incomplete  and  those  actions  the 
household  would  be  required  to 


undertake  to  complete  it.  The  notice 
would  also  be  required  to  inform  the 
household  of  the  extended  bling  due 
date,  which  would  be  no  earlier  than  ten 
days  after  the  date  on  which  the  notice 
was  mailed.  As  part  of  the  notice,  the 
State  agency  would  be  required  to  offer 
the  household  its  assistance  in  the 
completion  of  the  report. 

If  the  household  has  failed  to  submit  a 
complete,  signed  monthly  report  by  the 
end  of  the  extension  period,  the  State 
agency  would  be  required  to  send  the 
household  an  additional  adequate 
notice,  informing  the  household  that 
benebts  would  not  be  issued,  and 
explaining  the  reason  *^or  the 
nonissuance.  Such  notice  would  also 
inform  the  household  of  those  actions 
which  it  would  be  required  to  undertake 
if  it  wished  to  be  reinstated.  It  is 
proposed  that  notices  regarding 
termination  reach  affected  households 
ten  days  before  the  expected  benebt 
issuance  date  whenever  possible.  That 
date  may  be  the  normal  issuance  date  or 
the  extended  issuance  date.  It  is 
recognized,  however,  that  in  those 
States  where  the  issuance  month  is  the 
month  following  the  budget  month  or  in 
those  instances  where  late  bled  reports 
are  also  incomplete,  this  may  not  be 
possible.  In  such  situations,  the  State  ^ 
agency  would  be  required  to  notify  the 
household  by  the  issuance  date 
corresponding  to  the  late  bling  date  for 
the  report. 

Issuance 

The  proposed  rules  provide  a  schedule 
for  State  agency  issuance  of  benebts 
once  the  completed,  signed  monthly 
report  has  been  received.  With  certain 
exceptions,  the  State  agency  would  be 
required  to  provide  eligible  households 
which  ble  a  complete,  signed  monthly 
report  by  the  due  date  with  an 
opportunity  to  participate  within  thirty 
days  of  the  end  of  the  budget  month. 

The  specific  exceptions  to  the  one 
month  benefit  provision  would  be  for 
reasons  such  as  security  (the  necessity 
of  staggering  mails  of  ATPs  or  coupons] 
or  for  coordination  with  an  AFDC 
issuance  system.  Such  exceptions  would 
require  FNS  approval  and  under  no 
circumstances  would  the  normal 
issuance  date  be  extended  later  than  45 
days  beyond  the  end  of  the  budget 
month. 

The  regulations  also  provide  that  the 
State  agency  establish  an  extension 
period  during  which  time  households 
could  file  a  missing  report  or  complete 
an  incomplete  report  without  undue 
penalty.  While  the  regulations  would 
require  a  minimum  10  day  extension 
period,  the  State  agency  could  have  a 
longer  extension  period  under  the 


condition  that  eligible  households  bling 
a  complete  signed  report  be  provided  an 
opportunity  to  participate  no  later  than 
45  days  following  the  budget  month.  For 
those  households  submitting  a 
completed,  signed  report  during  the 
extension  period,  the  State  agency  could 
delay  benebts  ten  days  but  no  later  than 
the  45th  day  from  the  end  of  the  budget 
month.  For  those  households  bling  after 
the  extension  period  but  prior  to  the  end 
of  the  issuance  month,  the  State  agency 
would  still  issue  an  allotment,  but  would 
have  an  extended  time  period  in  which 
to  do  so. 

Suspension  and  Conversion 

Because  the  MR/RA  system  is 
extremely  responsive  to  changes  in 
income,  the  regulations  would  establish 
a  procedure  whereby  households  losing 
their  eligibility  due  to  a  temporary 
change  in  income  could  be  quickly 
brought  back  into  the  program.  Rather 
than  terminating  such  households,  the 
State  agency  would  be  required  to  place 
them  in  a  suspended  category;  sending 
them,  at  a  minimum,  one  additional 
monthly  report  If,  on  the  basis  of  the 
subsequent  report,  the  household  is 
eligible,  benebt  issuance  would  resume 
in  the  corresponding  issuance  month  on 
the  household’s  normal  issuance  date. 
Households  placed  in  a  suspended 
category  would  also  be  qualibed  to 
receive  supplemental  benebts,  if  eligible. 
If  a  suspended  household  requests 
supplemental  benebts  and  is  foimd 
eligible,  the  State  agency  would  be 
required  to  issue  such  benebts  within 
the  normal  bve  working  day  timeframe. 

The  proposed  rules  also  establish  a 
conversion  procedure  which  would  be 
used  in  those  instances  where  only  a 
portion  of  the  food  stamp  caseload  was 
subject  to  the  MR/RA  requirements.  If, 
for  example,  only  the  AFDC  caseload 
was  subject  to  MR/RA  and  a  household 
lost  its  AFDC  eligibility  but  still 
remained  eligible  for  food  stamps,  the 
State  agency  would  continue  to  issue 
benebts  on  a  retrospective  basis  for  one 
additional  month.  In  notifying  the 
household  of  its  AFDC  termination,  the 
State  agency  would  also  provide  the 
household  with  a  food  stamp  notice  of 
expiration.  The  State  agency  would 
have  to  issue  the  notice  of  expiration  in 
sufbcient  time  to  allow  the  household  to 
apply  for  recertibcation  and  receive 
uninterrupted  benebts,  if  eligible,  using 
prospective  accounting  procedures. 

If  the  household  were  to  lose  its 
AFDC  eligibility  due  to  a  temporary 
change  in  circumstances,  the  State 
agency  would  have  the  option  of  issuing 
benefits  to  such  a  household  on  a 
retrospective  basis  for  two  additional 
months.  If  this  option  were  chosen,  the 
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State  agency  would  have  to  send  the 
notice  of  termination  in  sufficient  time 
to  allow  the  household  to  reapply  as  a 
non-assistance  household  if,  based  on 
the  second  report,  it  remained  ineligible 
for  AFDC  benefits. 

Termination 

The  proposed  rules  further  provide  for 
the  termination  of  those  households  who 
fail  to  file  a  monthly  report,  fail  to  file  a 
complete  report,  or  fail  to  comply  with  a 
non-financial  eligibility  requirement, 
such  as  work  registration.  As  discussed 
above,  households  failing  in  any  of  the 
aforementioned  areas  would  be  notified 
by  the  State  agency.  In  the  event  a 
household  did  not  comply  with  the 
requirement  by  the  end  of  the  extension 
period,  the  State  agency  would  issue  a 
final  notice  of  termination.  The  notice 
would  advise  the  household  of  what  it 
would  need  to  do  to  be  reinstated  and  of 
its  rights  to  request  a  fair  hearing  and  to 
receive  continued  benefits  until  the  fair 
hearing  decision  is  reached.  Households 
reapplying  in  the  month  of  termination 
could  receive  benefits  for  that  month. 
Their  benefits  and  eligibility  would  be 
determined  on  the  basis  of  information 
contained  in  a  completed,  signed 
monthly  report  for  the  corresponding 
budget  month. 

Supplemental  Benefits 

Due  to  the  fundamental  reliance  of 
MR/RA  on  past  month  information,  the 
proposed  rules  establish  a  procedure  to 
provide  additional  benefits  to  those 
households  experiencing  a  significant 
change  in  household  circumstances  after 
the  end  of  the  budget  month.  Additional, 
or  supplemental,  benefits  would  be 
available  to  eligible  households  during 
those  months  when  either  the  actual 
income  available  to  the  household  in  the 
issuance  month  lags  substantially 
behind  the  income  reported  for  the 
budget  month  or  an  additional 
household  member  is  added. 

The  Department  has  established  three 
triggers  for  determining  a  household’s 
entitlement  to  supplemental  benefits. 
Two  of  these  triggers — a  decrease  of 
more  than  fifty  dollars  in  gross  income 
between  the  budget  and  issuance 
months  and  the  addition  of  one  or  more 
new  household  members — are  specified 
in  the  legislation.  The  additional  trigger 
proposed  by  the  Department  has  been 
developed  to  respond  to  financial 
changes,  such  as  increased  expenses, 
which  have  a  net  effect  similar  to  a  fifty- 
dollar  decrease  in  gross  income. 
Specifically,  the  Department  has 
proposed  that  households  whose  net 
income  is  fifty  dollars  lower  in  the 
issuance  month  than  in  the  budget 
month  also  be  eligible  to  receive 


supplemental  benefits.  As  a 
clarification,  the  Department  has 
proposed  that  households  in  the  initial 
month  of  either  suspension  or 
termination  also  be  eligible  to  receive 
supplemental  benefits,  if  qualified.  This 
has  been  proposed  in  recognition  of  the 
fact  that  household  circumstances  can 
fluctuate  widely  from  month-to-month 
and  households  experiencing  such 
changes  should  have  the  opportunity  to 
easily  return  to  program  participation. 

Once  the  State  agency  has  determined 
that  a  household  is  entitled  to 
supplemental  benefits,  the  regulations 
propose  a  specific  procedure  for  the 
calculation  of  such  benefits.  In 
developing  the  methodology  for  the 
supplemental  benefit  calculation,  the 
Department  has  adopted  the  principle 
that  the  household’s  full  level  of  need  in 
the  issuance  month  will  be  considered. 
Thus,  as  a  first  step  in  determining  the 
amount  of  the  supplemental  issuance, 
the  State  agency  would  calculate  the 
household’s  coupon  allotment  on  a 
prospective  basis  using  factors  of 
financial  and  non-financial  need  from 
the  issuance  month.  Such  calculation 
would  be  based  on  income  and 
deductions  as  received  or  billed  or 
anticipated  to  be  received  or  billed 
during  the  issuance  month.  In 
determining  the  amount  of  the 
supplemental  issuance,  the  State  agency 
would  compare  the  value  of  the 
allotment  received  by  the  household 
during  the  issuance  month,  exclusive  of 
any  food  stamp  claims  or  retroactive 
benefits  received,  to  the  value  of  the 
prospectively  calculated  allotment  for 
the  issuance  month.  The  difference 
between  the  two  would  then  be  the 
value  of  the  supplemental  issuance. 

To  ensure  that  sufficient  information 
is  available  to  the  State  agency  to  make 
a  prospective  benefit  level 
determination,  the  Department  has 
proposed  that  all  requests  for 
supplemental  benefits  be  made  in 
writing  by  the  household  using  either  the 
FNS  form  or  a  form  designed  by  the 
State  agency  and  approved  by  FNS.  In 
designing  its  own  supplemental  benefit 
request  form,  the  State  agency  would 
follow  the  same  basic  principles 
established  for  the  monthly  report  form: 
that  it  be  simple  to  complete  and  easily 
understood. 

Under  the  proposed  rules,  the  State 
agency  would  have  the  option  of 
designing  a  form  which  would  allow 
data  to  be  gathered  for  two  prospective 
months  for  those  changes,  such  as  an 
increase  in  household  size,  which  are 
expected  to  continue  into  the 
subsequent  month.  If  the  State  agency 
exercised  this  option,  supplemental 


benefits  could  be  issued  in  two 
successive  months.  In  those  States 
where  the  State  agency  has  not 
exercised  this  option,  households  would 
have  to  prepare  a  separate  supplemental 
benefit  request  form  for  each  month  in 
which  a  supplement  was  desired.  The 
Department  considerd  proposing  that 
requests  for  supplements  based  on 
changes  which  were  permanent  [such  as 
a  change  in  household  size  resulting 
from  a  birth)  would  trigger  two  months 
of  supplements.  While  this  appeared  to 
be  beneficial  to  participants  (such 
changes  would  only  have  to  be  reported 
once),  we  were  unsure  of  the  ability  of 
States’  computer  systems  to  handle  such 
a  requirement.  In  preparing  comments, 
we  would  like  to  see  particular  attention 
focused  on  this  issue.  We  welcome  a 
discussion  of  any  other  options  in  this 
area. 

To  ensure  that  participating 
households  have  the  ability  to  request 
supplemental  benefits  without  delay,  the 
proposed  rules  provide  that  each 
household  be  issued  at  least  two 
supplemental  request  forms  at  either  the 
point  of  application  or  certification.  To 
ensure  their  ongoing  availability.  State 
agencies  would  be  given  the  option  of 
either  sending  a  blank  form  to  the 
household  each  time  supplemental 
benefits  are  provided  or  denied,  or 
providing  the  form  as  an  enclosure  to 
the  monthly  report  form,  or  providing 
the  form  no  later  than  the  date  the 
monthly  allotment  and  benefit 
explanation  sheet  are  provided  to  the 
household.  Regardless  of  the  manner  in 
w'hich  supplemental  request  forms  are 
provided,  the  State  agency  would  be 
responsible  for  ensuring  that  each 
household  is  able  to  file  a  supplemental 
benefit  request,  either  by  mail  or  in 
person,  on  the  same  day  that  the 
household  expresses  a  desire  to  request 
such  benefits. 

Under  the  proposed  regulations,  the 
State  agency  would  be  responsible  for 
issuing  eligible  households  ATPs  or 
coupons  within  five  working  days  of  the 
date  of  the  State  agency’s  receipt  of  the 
form.  A  five  working  days  requirement 
for  issuance  of  supplemental  payments 
also  appears  in  AFDC  regulations.  The 
State  agency  would  make  every  effort  to 
verify  changed  circumstances  in 
accordance  with  the  requirements  of 
§  273.2(f)(9)(ii).  If  the  State  agency  is 
unable  to  complete  the  necessary 
verification  within  these  timeframes  but 
the  household  is  otherwise  eligible,  the 
State  agency  would  not  delay  issuance 
beyond  the  five  working  day  issuance 
standard.  However,  if  in  the  next  month 
the  household  again  requests  a 
supplemental  issuance  based  on  the 
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same  change,  the  supplemental  beneHts 
would  not  be  issued  until  the  necessary 
verification  was  provided.  These 
verification  requirements  are  consistent 
with  those  proposed  for  expedited 
service  cases  in  the  August  12, 1980 
rulemaking  (45  FR  53792).  It  should  be 
noted  that  a  QC  variance  would  be 
provided  for  errors  in  supplemental 
payments  made  without  verification,  as 
is  currently  done  for  expedited  service 
cases.  The  Hnal  provision  related  to  the 
circumstances  under  which  a 
supplemental  issuance  would  be 
provided  relates  directly  to  the  concept 
of  the  need  for  a  supplemental  issuance. 
As  discussed  above,  a  supplemental 
issuance  is  designed  to  bridge  the  gap 
between  the  month  in  which  a  change 
occurs  and  the  month  in  which  the 
change  is  reflected  in  the  benefit  level. 
To  receive  supplemental  benefits,  the 
household  would  have  to  request  the 
supplemental  issuance  in  a  month  in 
which  the  supplemental  benefit  would 
be  triggered.  A  household  would  not  be 
able  to  request  supplemental  benebts  in 
February  based  on  a  change  which 
occurred  only  in  January  and  did  not 
continue  into  February. 

Subsequent  to  the  household 
requesting  suppemental  benefits,  the 
proposed  rules  provide  that  the  State 
agency  would  notify  the  household  of  its 
decision  on  the  provision  of  the 
supplemental  benefits.  Such  notlHcation 
would  take  the  form  of  a  benefit 
explanation  sheet  which  would  inform 
the  household  if  its  request  was 
accepted  or  denied,  provide  information 
on  how  the  benefit  was  calculated,  and 
inform  the  household  of  its  right  to  a  fair 
hearing  if  it  disagrees  with  either  the 
disposition  of  the  request  or  the  amount 
of  the  supplemental  benefit.  Although 
HHS  does  not  have  this  requirement  for 
its  AFDC  MR/RA  system,  many  States 
operating  a  MR/RA  may  already 
provide  such  a  form.  Specific  comments 
on  the  feasibility  of  this  requirement  are 
requested. 

Action  on  Information  From  Sources 
Other  Than  the  Reporting  System 

While  the  proposed  rules  provide  that 
households  would  not  be  required  to 
report  changes  outside  the  monthly 
report,  information  may  come  to  the 
attention  of  the  State  agency  in  other 
ways.  This  section  of  the  proposed 
regulations  discusses  the  manner  in 
which  such  information  would  be 
handled.  If  such  information  indicates 
that  the  household  may  be  entitled  to 
supplemental  benefits,  the  State  agency 
would  be  required  to  contact  the 
household,  suggesting  to  the  household 
that  it  submit  a  supplemental  benefit 
request  form.  This  requirement  is 


consistent  with  directives  in  the  House 
Committee  report.  If  the  household 
reports  information  which  should  have 
been  reported  on  the  monthly  report 
form  and  the  corresponding  issuance 
month  has  not  passed,  the  State  agency 
shall  either  adjust  the  allotment  for  the 
issuance  month,  if  possible,  or  issue  a 
supplemental  allotment  if  the  household 
is  entitled  to  one.  In  those  instances 
where  the  State  agency  becomes  aware 
from  a  source  other  than  the  household 
of  a  change  which  would  decrease  the 
household’s  beneHts,  the  State  agency’s 
initial  action  would  hinge  on  when  the 
information  was  received.  If  the  monthly 
report  covering  the  period  in  which  the 
change  occurred  has  not  been  received, 
no  action  would  be  taken  pending 
receipt  of  the  report.  Once  the  report  is 
received,  or  if  the  appropriate  report  has 
already  been  submitted,  immediate 
action  would  be  taken  if  the  report  does 
not  reflect  this  change.  Once  the 
questionable  report  was  in-hand,  the 
State  agency  would  contact  the 
household  to  verify  the  change.  If  the 
household  confirms  and  thereby  reports 
the  change,  the- State  agency  would 
either  adjust  future  beneHts  or  prepare  a 
claim  against  the  household  dependent 
upon  whether  beneHts  based  on  the 
appropriate  monthly  report  had  or  had 
not  been  issued.  If  the  household  does 
not  confirm  the  change  yet  the  State 
agency  is  sure  that  the  third  party 
information  is  correct,  the  State  agency 
would  issue  a  notice  of  adverse  action 
in  accordance  with  normal  procedures. 
In  such  instances,  since  the  change 
would  not  have  been  reported  by  the 
household  under  the  MR/RA  system,  the 
household’s  rights  to  a  10  day  advance 
notice  of  adverse  action  would  remain. 

Subsequent  Participation 

To  eliminate  a  constant  shifting  from 
retrospective  to  prospective  accounting, 
the  Act  states  that  households 
'  reapplying  in  the  thirty  day  period 
following  the  end  of  a  certification 
period  be  certified  using  retrospective 
accounting  techniques.  In  addition  to 
ensuring  the  continuity  of  accounting 
procedures,  this  provision  avoids  the 
possibility  of  a  household  manipulating 
the  system  by  dropping  out  of  the 
program  during  a  month  in  which  a 
significant  income  increase  would  be 
reflected  in  the  benefit  level  and  then 
returning  to  the  program  when  income 
was  lower.  Thus,  the  rules  provide  that 
terminated  households  reapplying  in  the 
first  issuance  month  in  which  they  are 
not  receiving  benefits,  and  expired 
households  applying  in  the  month 
following  their  last  month  of 
certification,  ba  certified  using 
retrospective  accounting  techniques.  As 


a  condition  of  continuing  eligibility,  the 
household  would  be  required  to  submit 
a  completed,  signed  monthly  report  for 
the  budget  month  corresponding  to  the 
issuance  month  of  reapplication. 
Eligibility  and  beneHts  would  be 
calculated  by  the  State  agency  using 
information  reported  on  the  monthly 
report  form.  If  the  household  was  found 
ineligible  based  on  this  information,  but 
had  since  experienced  a  change  in 
circumstances  that  made  it  eligible 
again,  the  State  agency  would  have  the 
household  complete  a  supplemental 
request  form,  calculate  eligibility  based 
on  this  information,  and  issue  a 
supplemental  allotment  if  appropriate  to 
the  household’s  circumstances.  These 
issuances  would  be  made  no  later  than 
Hve  working  days  subsequent  to  the 
date  an  eligible  household  filed  either  a 
completed,  signed  monthly  report  or  a 
supplemental  benefit  request  form. 

At  the  time  of  reapplication,  the 
household  would  also  be  expected  to 
complete  any  other  monthly  reporting 
form  which  had  not  been  filed  during  the 
period  of  termination.  The  timeframe  for 
issuance  of  benefts  based  on  this 
additional  report  would  be  dependent 
upon  the  fling  date  of  the  report  but  in 
any  case  be  no  later  than  the  schedule 
of  issuance  discussed  in  State  Agency 
Action  on  Reports. 

Fair  Hearings 

Households  participating  in  the  MR/ 
RA  system  would  have  the  same  rights 
to  fair  hearings  and  continued  benefits 
as  all  other  food  stamp  households. 

Such  a  household  would,  however, 
continue  to  be  required  to  submit 
monthly  reports.  The  household’s 
benefits  would  be  recalculated  each 
month,  in  accordance  with  the 
information  contained  in  the  monthly 
report.  Any  disputed  information  which 
served  as  the  basis  for  the  fair  hearing 
request  would  not  be  considered  by  the 
State  agency  in  calculating  benefits  until 
the  fair  hearing  decision  had  been 
rendered.  For  example,  if  the  State 
agency  believes  a  new  household 
member  has  been  added,  yet  the 
household  believes  the  person  to  be  a 
boarder,  household  benefits  during  the 
fair  hearing  decision  period  would  be 
calculated  without  the  new  household 
member.  As  under  normal  progam  rules, 
participating  households  would  be  liable 
for  any  overissuances  incurred  during 
the  fair  hearing  period  if  the  decision  is 
in  the  favor  of  the  State  agency. 

Recertification 

While  MR/RA  provides  State 
agencies  with  continuously  updated 
information  on  which  to  determine 
household  eligibility  and  calculate 
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benefit  levels,  the  concept  of  discrete 
certification  periods  has  been 
maintained  in  both  the  law  and  these 
proposed  regulations.  In  completing  the 
recertification  process,  the  State  agency 
would  maintain  personal  contact  with 
the  household. 

As  under  current  program  rules,  a 
household  reapplying  in  a  timely  fashion 
would  be  provided  with  an  opportunity 
to  participate  by  the  household’s  normal 
benefit  issuance  date.  For  the  purpose  of 
assuring  uninterrupted  benefits,  a  timely 
reapplication  would  consist  of  filing  by 
the  normal  monthly  report  filing  date 
either  a  recertification  form,  as 
described  in  the  first  option  below,  or  a 
monthly  report  form  and  an  addendum 
as  described  in  the  second  option.  As 
discussed  in  Subsequent  Participation 
above,  the  household’s  eligibility  and 
benefit  level  would  be  determined 
retrospectively.  Those  States  which 
issue  benefits  during  the  month 
immediately  following  the  budget  month 
would  be  permitted,  with  FNS  approval, 
to  use  information  obtained  at 
recertification  to  determine  eligibility 
and  benefits  for  the  second  month  of  the 
new  certification  period,  rather  than  the 
first  month.  The  State  agency  would  be 
given  an  option  in  deciding  on  the  form 
used  to  recertify  the  household.  The  first 
option  would  allow  the  State  agency  to 
mail  the  household  a  recertification  form 
and  notice  of  expiration  in  lieu  of  the 
normal  monthly  report  form.  The 
recertification  form,  which  would  be 
designed  to  obtain  all  necessary 
information  about  the  household’s 
circumstances  for  the  budget  month, 
would  also  be  accompanied  by  a  notice 
explaining  the  household’s  rights  and 
responsibilities  and  the  necessity  of 
submitting  the  form  by  a  specific  date  to 
assure  receipt  of  uninterrupted  benefits. 
If  the  recertification  form  was  submitted 
by  the  household,  the  State  agency 
would  then  be  responsible  for 
interviewing  and  recertifying  the 
household.  The  State  agency  could 
schedule  the  interview  for  any  date  in 
the  month  following  the  last  budget 
month  of  the  old  certification  period. 
However,  households  interviewed  on  or 
before  the  normal  due  date  for  monthly 
reports  would  be  instructed  to  bring  the 
recertification  form  to  the  interview, 
rather  than  mailing  the  form  to  the  State 
agency. 

Alternatively,  the  State  agency  could 
provide,  along  with  the  notice  of 
expiration,  both  a  montly  report  form 
and  an  addendum  covering  those  factors 
of  eligibility  not  addressed  by  the 
monthly  report.  The  same  requirements 
described  above  relating  to  State  agency 
processing  of  the  reapplication 


(including  the  requirement  for 
recertification  interview)  would  be 
followed  regardless  of  the  form  of  the 
reapplication. 

Households  With  Special  Circumstances 

This  section  of  the  proposed 
regulations  addresses  how  a  household 
with  special  income  circumstances 
would  have  such  income  handled  under 
MR/RA.  As  a  basic  principle,  the 
Department  has  proposed  that  a 
household  with  self-employment  income 
which  is  received  on  other  than  a 
monthly  basis  have  such  income 
averaged  in  accordance  with  the 
procedures  contained  in  §  273.11(a): 
households  receiving  income  by 
contract,  in  a  period  shorter  than  a  year, 
would  have  such  income  averaged  in 
accordance  with  §  273.10(c)(3)(ii): 
households  receiving  income  from 
scholarships,  deferred  educational 
loans,  or  other  education  grants  would 
have  such  income  averaged  over  the 
period  it  was  intended  to  cover. 

The  results  of  such  averaging  would 
be  imputed  to  the  corresponding 
retrospective  budget  months  by  the 
State  agency.  The  households  would  not 
be  required  to  report  such  averaged 
income  on  the  monthly  report  form,  as 
directed  by  the  House  Committee 
Report.  Rather,  the  State  agency  would 
take  the  averaged  income  and  add  it  on 
a  monthly  basis  to  all  other  income 
factors  reported  by  the  household. 

When  such  households  request 
supplemental  issuances,  except  in  those 
instances  where  such  requests  are  based 
on  a  significant  change  in  self- 
employment  income,  the  averaged 
income  amount  assigned  to  the  issuance 
month  would  be  used  in  determining 
both  eligibility  for  the  supplement  and 
the  supplement  level.  For  self-employed 
households  which  have  suffered  a 
significant  decrease  in  income,  the  State 
agency  would  be  required  to  calculate  a 
new  income  average  in  accordance  with 
§  273.11(a);  use  that  average  in 
determining  the  household’s  eligibility' 
for  a  supplement  and  the  supplement 
level;  and  replace  the  existing  average 
with  the  new  average  for  subsequent 
retrospective  accounting  calculations. 

As  a  final  provision,  the  regulations 
provide  that  in  those  instances  when 
households  residing  in  drug  addict/ 
alcoholic  treatment  centers  are  subject 
to  MR/RA,  the  center  as  the  authorized 
representative  would  be  responsible  for 
completion  of  the  monthly  reporting 
form. 

For  the  reasons  set  out  in  the 
preamble.  Part  273  of  Chapter  II  of  Title 
7  of  the  Code  of  Federal  Regulations  is 
proposed  to  be  amended  as  follows. 


PART  273--CERTIFICATION  OF 
ELIGIBLE  HOUSEHOLDS 

1.  A  new  §  273.21,  Monthly  Reporting/ 
Retrospective  Accounting,  is  added  to 
read  as  follows: 

§  273.21  Monthly  reporting/retrospective 
accounting. 

(a)  Administration. 

(1)  The  operation  of  a  monthly 
reporting/retrospective  accounting  (MR/ 
RA)  system  shall  be  at  the  option  of 
each  State  agency.  However,  prior  to  the 
implementation  of  such  a  system,  each 
State  agency  must  receive  FNS 
approval.  Such  approval  shall  be 
contingent  upon  the  following  conditions 
being  met: 

(1)  The  State  demonstrates  the  ability 
to  manage  a  MR/RA  system  effectively: 

(ii)  The  State’s  proposed  system  meets 
the  requirements  of  these  regulations: 

(iii)  A  pretest,  as  described  in 
paragraph  (a)(3)  of  this  section  is 
satisfactorily  conducted; 

(iv)  The  State  agency  has  added 
provisions  to  its  operating  guidelines 
describing  operational  responsibilities 
and  has  received  FNS  approval  of  the 
changes;  and 

(v)  The  State  agency  has  received  FNS 
approval  of  all  required  forms. 

(2)  Each.State  agency  wishing  to 
operate  a  MR/RA  system  shall  solicit 
public  input  and  comment  on  its 
proposal  to  operate  a  MR/RA  system, 
emphasizing  those  areas  in  which  the 
State  has  some  discretion. 

(i)  Prior  to  the  beginning  of  the 
comment  period,  the  State  agency  shall 
publicize  in  the  media  that  its  proposal 
to  operate  a  MR/RA  system,  the 
proposed  method  of  operation,  and  the 
requirements  of  the  proposed  system  are 
open  to  public  comment.  State  press 
releases  and  other  methods  of  publicity 
shall  contain  addresses  for  obtaining 
further  information  and  shall  specify  the 
method  used  for  soliciting  public 
comment.  The  State  shall  use  one  or 
more  of  the  following  methods: 

(A)  State  Administrative  Procedures 
Act  (APA)  if  the  Act  includes 
procedures  for  obtaining  public 
comment  on  food  stamp  matters  and 
provides  at  least  30  days  for  comment; 

(B)  Publication  (in  addition  to  the 
notic^of  the  available  components)  of  a 
summary  of  MR/RA  operational 
procedures.  Also,  instructions  on  how  to 
obtain  more  information  shall  be 
included.  This  publication  shall  be  in 
sufficient  media  sources  to  ensure 
general  coverage  in  all  affected  project 
areas.  In  addition,  all  outreach  contacts 
in  the  State’s  current  plan  shall  be 
notified  separately.  Public  comment 
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shall  be  solicited  for  a  minimum  of  30 
days. 

(C)  State-wide  public  hearing(s)  at 
locations  that  are  accessible  to  a 
significant  number  of  interested  persons. 

(ii)  State  agencies  shall  review, 
analyze  and  consider  all  comments  and 
prepare  a  summary  of  the  major 
comments.  The  summary  shall  briefly 
outline  the  sources  and  content  of  the 
major  comments  and  explain  what  was 
decided  upon.  Copies  of  the  comments 
(either  letters  or  transcripts  of  oral 
comments)  and  a  comment  summary 
shall  be  available  for  public  inspection 
at  the  State  ofHce  during  its  regular 
business  hours.  Copies  of  comment 
summary  shall  be  made  available  free  of 
charge  upon  written  request.  The 
comment  letters  or  transcripts  and  the 
summary  shall  be  retained  for  at  least 
one  year  for  both  public  and  FNS 
review. 

(iii)  When  soliciting  comments, 
special  emphasis  shall  be  placed  on  the 
State  options  selected  in  the  MR/RA 
system. 

(iv)  State  agencies  are  encouraged  to 
maintain  any  currently  used  methods 
and  may  also  use  other  methods  for 
obtaining  public  comment,  in  addition  to 
the  minimum  requirements  specified 
above;  for  example.  States  with  APA’s 
may  also  hold  public  hearings,  or 
welfare  or  food  stamp  advisor  councils 
may  review  the  material. 

(3)  After  a  system  has  been  designed, 
each  State  agency  shall  conduct  a 
pretest  of  its  proposed  MR/RA  system. 
The  results  of  the  pretest  shall  be  used 
by  the  State  agency  in  modifying  the 
system  as  appropriate  and  shall  be 
provided  to  FNS  for  review  and 
determination  of  whether  the  State  has 
met  the  conditions  in  paragraph  (a)(1)  (i) 
and  (ii)  of  this  section.  The  pretest  shall 
be  designed  to  measure: 

(i)  Participating  households’  ability  to 
understand  and  complete  the  monthly 
reporting  form; 

(ii)  Participating  households’  ability  to 
understand  the  conditions  for  qualifying 
for  supplemental  assistance  and  the 
methods  for  requesting  such  assistance; 
and 

(iii)  The  State  agency’s  ability  to 
process  the  information  contained  in  the 
monthly  report  and  issue  benefits  based 
on  such  information. 

(4)  Unless  otherwise  specified  in  this 
section,  all  food  stamp  regulations  shall 
apply  to  Slate  agencies  operating  MR/ 
RA  systems  and  households 
participating  in  MR/RA. 

(b)  Defintions.  (1)  “Adequate  Notice” 
means  a  written  notice  that  includes  a 
statement  of  the  action  the  agency  has 
taken  or  intends  to  take:  the  reasons  for 
the  intended  action;  the  household's 


right  to  appeal  the  agency’s  action  or  to 
request  a  fair  hearing;  the  telephone 
number  and,  if  possible,  the  name  of  the 
person  to  contact  for  additional 
information:  the  availability  of 
continued  benefits;  and  the  liability  of 
the  household  for  any  overissuances 
received  while  awaiting  a  fair  hearing  if 
the  hearing  official’s  decision  is  adverse 
to  the  household.  Depending  on  the 
timing  of  a  State’s  system  and  the 
timeliness  pf  report  submission  by 
participating  households,  such  notice 
may  be  received  prior  to  agency  action, 
at  the  time  reduced  benefits  are 
received,  or,  if  benefits  are  terminated, 
at  the  time  benefits  would  have  been 
received  if  they  had  not  been 
terminated.  In  all  cases,  however, 
participants  will  be  allowed  ten  days 
from  the  mailing  date  of  the  notice  to 
contest  the  agency  action  and  have 
benefits  restored  to  their  previous  level. 

If  the  10-day  period  ends  on  a  weekend 
or  a  holiday  and  a  request  is  received 
the  day  after  the  weekend  or  holiday, 
the  State  agency  shall  consider  the 
request  to  be  timely. 

(2)  “Budget  Month”  means  the  fiscal 
or  calendar  month  used  in  computing  a 
household’s  level  of  benefits. 

(3)  “Certification  Period”  means  the 
period  of  time  during  which  a  household 
may  receive  program  benefits.  The 
certification  period  shall  be  continuous 
for  all  households  for  a  minimum  of  six 
months  to  a  maximum  of  twelve  months 
or  until  the  household  voluntarily 
withdraws,  or  the  household  is 
terminated  from  the  program  for  failing 
to  meet  financial  or  nonfinancial 
eligibility  requirements  or  to  comply 
with  the  reporting  requirements  of  this 
section,  whichever  occurs  earlier. 

(4)  “Issuance  Month”  means  the  fiscal 
or  calendar  month  during  which  a  State 
agency  issues  benefits.  In  prospective 
accounting,  the  budget  month  and  the 
issuance  month  are  the  same.  In 
retrospective  accounting,  the  issuance 
month  follows  the  budget  month  and 
shall  begin  no  later  than  one  month  after 
the  end  of  the  budget  month. 

(5)  “Prospective  Accounting”  means 
that  benefits  are  computed  using  the 
best  estimate  of  income  and 
circumstances  which  will  occur  in  a 
current  or  future  month. 

(6)  “Retrospective  Accounting”  means 
that  benefits  are  computed  using  actual 
income  and  circumstances  which 
existed  in  a  previous  month,  the  “budget 
month". 

(7)  “Supplemental  Benefits”  means 
benefits  issued  by  the  State  agency  in  a 
MR/RA  system  to  maintain  the 
household  during  the  time  it  takes  for 
the  level  of  benefits  to  reflect  a  change 
in  household  circumstances  or  income. 


(c)  Included  households.  (1)  Subject  to 
the  restrictions  contained  in  paragraphs 
(c)  (2)  and  (3)  of  this  section,  the  State 
agency  may  require  any  household  to 
have  its  allotment  determined 
restrospectively  and  to  report  its 
circumstances  monthly. 

(2) (i)  The  provisions  of  this  section 
may  be  implemented  State-wide  or  in 
particular  project  areas  within  a  State. 

(ii)  In  those  areas  where  the  State 
agency  chooses  to  implement  a  MR/RA 
system,  all  households  of  the  same  type 
shall  either  be  included  or  excluded 
from  it.  For  example,  the  State  agency 
may  choose  to  implement  the  system  for 
only  AFDC  households,  for  only  non¬ 
assistance  households,  or  for  all 
households  not  included  in  the 
categories  set  forth  in  paragraph  (c)(3)  of 
♦his  section. 

(3)  The  following  households  shall  not 
be  covered  by  MR/RA: 

(i)  Migrant  farmworker  households, 
while  they  are  in  the  migrant  stream; 

(ii)  Households  with  a  member  on 
strike,  which  were  not  certified  before 
the  date  on  which  the  strike  began; 

(iii)  Households  in  which  all  members 
are  either  elderly  or  disabled  and  none 
of  whom  have  any  nonexcludable 
earned  income; 

(iv)  Households  which  the  State 
agency  is  reasonably  certain  will  be 
eligible  to  receive  benefits  for  three 
months  or  less;  and 

(v)  Households  which  require  special 
asistance  in  order  to  apply  for  food 
stamps  if  that  special  assistance  will  not 
be  available  for  completing  the  monthly 
reports.  Special  assistance  shall  include 
authorized  representatives  to  complete 
monthly  reports,  home  visists  or 
telephone  reporting  in  lieu  of  the  report 
form.  Such  households  may  be 
comprised  of  blind,  mentally  or 
physically  disabled  persons,  persons 
whose  reading  and  writing  skills  are  so 
limited  that  they  cannot  complete 
monthly  reports  on  their  own,  or  non- 
English  speaking  persons  residing  in 
project  areas  where  the  bilingual 
requirement  of  §  272.4(c)  do  not  apply. 

(A)  The  State  agency  shall  screen  all 
applicants  subject  to  MR/RA  to  identify 
households  that  require  special 
assistance. 

(B)  The  State  agenacy  shall  not  be 
required  to  provide  any  assistance 
beyond  that  required  elsewhere  by  the 
regulations. 

(C)  The  State  agency  shall  not  require 
a  household  to  obtain  its  own  special 
assistance  for  completing  monthly 
report  forms  as  a  condition  of  eligibility. 

(d)  Information  on  system  operation. 
The  State  agency  shall  aprovide 
households  that  will  be  included  in  MR/ 
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RA  the  following  information  at  the  time 
of  the  certification  interview: 

(1)  An  oral  explanation  of  the  purpose 
of  MR/RA  and  prospective  and 
retrospective  determination  of  income: 

(2)  A  copy  of  the  monthly  report  and 
an  explanation  of  how  to  complete  it 
and  file  it; 

(3)  An  explanation  of  the 
documentation  the  household  will  need 
to  submit  to  verify  all  earned  income, 
actual  utility  or  medical  expenses  if  they 
would  result  in  a  deduction;  and  any 
other  information  requiring 
documentation  in  accordance  with  the 
requirements  of  §  273.2(f) [9] (ii); 

(4)  An  explanation  of  the  household’s 
entitlement  to  supplemental  beneHts,  the 
information  that  is  needed  before  the 
State  agency  can  issue  supplemental 
benefits,  and  the  method  and  timing  for 
issuing  supplemental  benefits; 

(5)  A  toll  free  telephone  number  which 
the  household  may  call  to  ask  questions 
or  obtain  help  in  completing  the  monthly 
report: 

(6)  Written  explanations  of  the  above 
information. 

(e)  Determining  eligibility  and  benefit 
levels  during  the  initial  months.  (1)  The 
State  agency  shall  determine  initial 
household  eligibility  and  beneHt  levels 
in  accordance  with  the  prospective 
accounting  procedures  established  in 
Part  273. 

(2)  The  period  of  prospective 
eligibility  shall  be  determined  by  the 
State  agency  based  on  the  requirements 
for  transition  to  MR/RA  established  in 
paragraph  (f)  of  this  section.  SufHcient 
information  shall  be  gathered  to  allow 
the  extension  of  prospective  accounting 
if  necessitated  by  a  delay  in  application 
processing. 

(3)  The  State  agency  shall  not  issue 
retroactive  benefits  for  the  initial 
months  based  on  a  monthly  report 
which  shows  a  household’s  earlier 
anticipation  of  circumstances  to  have 
been  inaccurate.  The  State  agency  shall 
neither  reduce  nor  claim  benefits  for  the 
initial  months  based  on  a  monthly  report 
unless  the  State  agency  erred  in 
computing  a  household’s  eligibility  or 
benefit  level,  or  the  household  failed  to 
provide  correct  and  complete 
information  which  was  available  to  it  at 
the  time  the  State  agency  requested  the 
information. 

(f)  Transition  to  the  MR/RA  system. 
The  State  agency  shall  convert 
participating  households  to  the  MR/RA 
system  as  soon  as  the  following 
conditions  are  met: 

(1)  The  initial  budget  month  is  not 
earlier  than  the  first  full  month 
subsequent  to  the  date  of  application; 

(2)  The  household  has  received  its 
notice  of  eligibility: 


(3)  The  State  agency  has  mailed 
monthly  report  forms  in  sufficient  time 
to  provide  households  with  a  minimum 
of  five  days  from  receiving  the  forms  to 
the  filing  due  date;  and 

(4)  Submission  and  processing  of  the 
report -will  not  result  in  a  delay  in  the 
next  regularly  scheduled  issuance. 

(g)  Monthly  reporting.  The  State 
agency  shall  require  each  household  in 
the  MR/RA  system  to  report  on 
household  circumstances  on  a  monthly 
basis  as  a  condition  of  continuing 
eligibility.  The  State  agency  shall  not 
impose  any  additional  change  reporting 
requirements  beyond  the  monthly 
report.  However,  in  those  instances 
where  a  supplemental  issuance  is  to  be 
computed,  the  household  will  be 
required  to  provide  the  information 
necessary  to  compute  the  supplement, 

(1)  Report  distribution  and 
submission,  (i)  The  State  agency  shall 
ensure  that  each  household  participating 
in  the  MR/RA  system  receives  a 
monthly  report  form  at  about  the  same 
date  each  month. 

(ii)  The  monthly  report  form  shall  be 
mailed  to  the  head  of  the  household  in 
sufficient  time  to  allow  the  household 
head  at  least  ^ve  days  from  the  date  the 
household  receives  the  form  until  the 
filing  due  date. 

(iii)  The  State  agency  shall  provide  a 
postage  paid,  return  envelope  for  the 
monthly  report. 

(iv)  The  filing  due  date  for  the 
monthly  report  shall  be  no  earlier  than 
five  days  after  the  end  of  the  budget 
month. 

(2)  Monthly  report  form.  The  State 
agency  shall  either  use  the  FNS- 
designed  monthly  reporting  form  or 
design  and  obtain  FNS  approval  of  its 
own  monthly  reporting  form.  The  report 
form  shall  meet  the  following 
requirements: 

(i)  Be  written  in  clear,  simple 
language; 

(ii)  Meet  the  bilingual  requirements 
described  in  §  272.4(c).  With  FNS 
approval,  the  State  agency  may 
establish  a  method  to  include  non 
English-speaking  households  in  areas 
not  subject  to  the  bilingual  requirements 
in  the  MR/RA  system.  For  example,  the 
form  may  provide  the  name  and 
telephone  number  of  a  bilingual  worker 
to  contact  for  assistance  in  form 
completion; 

(iii)  Specify  the  date  by  which  the 
agency  must  recieve  the  form  and  the 
consequences  of  a  late  or  incomplete 
form,  including  whether  the  State 
agency  shall  delay  payment  if  the  form 
is  not  received  by  the  specified  date: 

(iv)  Specify  the  verification  which 
must  be  submitted  with  the  form.  Such 
verification  will  include,  at  a  minimum. 


documentation  of  earned  income,  and 
actual  utility  and  medical  expenses  to 
the  extent  that  they  would  result  in  a 
deduction.  Other  items  requiring 
verification  may  be  requested  by  the 
State  agency  in  accordance  with  the 
conditions  established  in  §  273.2(f)(9)(ii); 

(v)  Identify  the  individual  or  agency 
unit  that  the  household  can  contact  to 
receive  prompt  answers  related  to 
questions  on  form  completion.  A 
telephone  number,  toll-free  for 
households  beyond  the  local  calling 
area,  shall  also  be  included; 

(vi)  Include  a  statement,  to  be  signed 
by  the  head  of  the  household,  indicating 
his  or  her  understanding  that  the 
informnation  provided  may  result  in 
changes  in  the  level  of  benefits, 
including  reduction  and  termination; 

(vii)  Advise  the  household  of  the 
availability  of  supplemental  benefits 
and  the  procedures  for  obtaining  them; 

(viii)  Advise  the  household  of  its  right 
to  appeal  an  agency  action,  to  request  a 
fair  hearing  based  on  any  decrease  or 
termination  of  benefits  or  denial  of 
supplemental  benefits,  or  to  file  a 
complete,  signed  monthly  report  for 
reinstatement: 

(ix)  Include,  in  prominent  and 
boldface  lettering,  an  understandable 
description  of  the  Act’s  civil  and 
criminal  penalties  for  fraud; 

(x)  Request  the  following  information: 

(A)  Household  name  and  address; 

(B)  Household  composition  as  of  the 
last  day  of  the  budget  month; 

(C)  Nonexcludable  unearned  and 
earned  income  information,  including 
income  from  self-employment  that  is  not 
averaged,  and  infrequeitt  or  irregular 
income.  Averaged  income  shall  not  be 
reported: 

(D)  Shelter  costs.  However,  if  a  State 
agency’s  computer  system  is  able  to 
retain  and  use  fixed  shelter  costs  in  its 
monthly  computations  the  State  agency 
may  not  require  such  costs  to  be 
reported  monthly; 

(E)  Medical  costs  over  $35  a  month  for 
elderly  or  disabled  household  members; 

(F)  Dependent  care  costs; 

(G)  Liquid  resources  exceeding  $1500: 
and 

(H)  Acquisition  of  an  automobile, 
including  its  make  and  year. 

(xi)  Request  no  other  information, 
except  that,  if  the  form  is  a  joint  AFDC/ 
FS  monthly  report  form,  other 
information  necessary  to  determine 
AFDC  eligibility  may  also  be  included  if 
it  is  clearly  indicated  that  non-AFDC 
food  stamp  households  need  not  provide 
such  information. 

(h)  State  agency  action  on  reports.  (1 ) 
Processing.  Following  the  due  date  for 
receipt  of  the  monthly  report,  the  State 
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agency  shall  be  responsible  for  taking 
the  following  actions: 

(i)  Reviewing  the  report  to  ensure 
there  receipt,  accuracy  and 
completeness.  The  State  agency  shall 
consider  a  monthly  report  incomplete 
for  food  stamp  purposes  only  if  it  is 
unsigned  by  the  household  head,  is  not 
accompanied  by  verification  of  reported 
earned  income,  or  omits  information 
necessary  to  either  determine  the 
household’s  food  stamp  eligibility  or  to 
compute  the  household’s  level  of  food 
stamp  benebts. 

(ii)  Determining  those  items  on  the 
report  which  will  require  additional 
verification  or  information  from  the 
household. 

(A)  Items  requiring  additional 
verification  shall  include  undocumented 
earned  income,  or  utility  or  medical 
expenses  which,  if  verified,  would  result 
in  a  deduction.  The  household  shall  also 
be  required  to  submit  documentation  to 
support  changes  of  more  than  $25  in 
unearned  income  if  such  documentation 
is  not  available  to  the  State  agency.  The 
household  shall  also  be  required  to 
submit  other  documentation  if  required 
by  the  State  agency  in  accordance  with 
§  273.2(f)(9)(ii),  except  for  medical 
expenses. 

(B)  The  State  agency  shall  require 
verification  of  the  household’s  medical 
expenses  either  monthly  or  only  when 
the  total  medical  expenses  change  by 
more  than  $25  from  the  previous  month. 

(C)  Items  requiring  personal  contact 
with  the  household  might  include  such 
things  as  applicability  of  the  work 
registration  requirement  or  the  addition 
of  a  new  household  member. 

(iii)  Contacting  the  household  directly, 
as  needed,  to  obtain  further  information 
on  specific  items. 

(iv)  Notifying  the  household,  in 
accordance  with  paragraph  (h)(2)(iii)  of 
this  section  of  the  need  to  submit  the 
report,  correct  an  incomplete  or 
inaccurate  report,  or  submit  the 
necessary  verification  within  the 
extension  period. 

(A)  In  the  event  that  the  household 
has  not  supplied  verification  of  its 
earned  income  or  submitted  its  monthly 
report  by  the  end  of  the  extension 
period,  the  State  agency  shall  take 
action  to  terminate  the  household  in 
accordance  with  paragraph  (h)(2)(v)  and 
(vi)  of  this  section. 

(B)  If  the  household  has  failed  to 
provide  verification  of  utility  expenses 
by  the  end  of  the  extension  period,  the 
State  agency  shall  allow  the  utility 
standard  if  the  household  is  entitled  to 
the  standard. 

(C)  If  the  household  has  failed  to 
supply  verification  of  medical  expenses 


by  the  end  of  the  extension  period,  no 
deduction  shall  be  allowed. 

(D)  If  the  household  has  failed  to 
provide  documentation  of  other  items 
required  to  be  verified  in  accordance 
with  I  273.2(f){9)(ii)  the  State  agency 
shall  take  one  of  the  following  actions.  If 
this  change  would  result  in  a  decrease  in 
benefits,  the  State  agency  shall  act  on 
the  change  in  determining  the 
household’s  eligibility  and  benefit  level. 

If  the  change  would  result  in  an  increase 
in  household  benefits,  the  State  agency 
shall  take  no  action  on  the  change  until 
verification  is  received. 

(v)  Determining  household  eligibility 
by  considering  all  factors,  including 
income,  retrosepectively,  i.e.,  from  the 
corresponding  budget  month: 

(vi)  Determining  the  household’s  level 
of  benefits.  Benefit  levels  shall  be 
calculated  in  accordance  with  the 
procedures  set  forth  in  §  273.10(e)  but 
shall  be  based  on: 

(A)  Earned  and  unearned  income 
received  or  that  has  been  averaged  for 
the  corresponding  budget  month.  The 
State  agency  has  the  option  of 
converting  to  a  regular  monthly  amount 
the  income  of  households  that  earn 
income  weekly  or  biweekly; 

(B)  Deductions  as  billed  or  averaged 
from  the  corresponding  budget  month, 
including  those  shelter  costs  billed  less 
often  than  monthly  which  the  household 
has  chosen  to  average;  and 

(C)  Household  composition  as  of  the 
last  day  of  the  budget  month. 

(vii)  Issuing  benefits  in  accordance 
with  Part  274  on  the  time  schedule  set 
forth  in  paragraph  (h)(3)  of  this  section. 
Specific  information  on  how  benefit 
levels  were  calculated  shall  be  provided 
with  the  issuance  or  in  a  separate 
notification. 

(2)  Notices,  (i)  All  notices  regarding 
changes  in  household’s  benefits  shall 
meet  the  definition  of  adequate  notice  as 
defined  in  paragraph  (b)(1)  of  this 
section. 

(ii)  When  the  State  agency  receives  a 
complete  and  signed  monthly  report  by 
the  date  specified,  the  agency  shall 
determine  the  household's  eligibility  and 
benefit  level.  The  State  agency  shall 
also  provide  the  household  with 
adequate  notice  of  any  changes  from  the 
prior  benefit  level  and  the  basis  for  its 
determination.  If  the  benefits  are  being 
reduced  or  terminated,  the  notice  must 
be  received  by  the  household  no  later 
than  either  the  date  the  resulting 
benefits  are  to  be  received  or  in  lieu  of 
the  benefits. 

(iii)  If  a  complete  and  signed  report  is 
not  received  by  the  specified  filing  date, 
the  State  agency  shall  send  an  adequate 
notice  to  the  head  of  the  household 
within  five  days  of  the  filing  due  date. 


The  notice  shall  inform  the  household 
head  that  the  monthly  report  is  either 
overdue  or  incomplete,  what  action  is 
needed  to  complete  the  form,  and  that 
he  or  she  has  10  additional  days  to  file  a 
complete  and  signed  report  prior  to  the 
initiation  of  termination  action.  The 
State  agency  has  the  option  of  giving 
households  more  than  10  additional 
days  for  filing  complete  reports  provided 
that  the  due  date  allows  the  State 
agency  sufficient  time  to  process  the 
report  and  issue  benefits  before  the  45th 
day  following  the  end  of  the  budget 
month.  The  notice  shall  also  offer  the 
State  agency’s  assistance  in  completing 
an  incomplete  report. 

(iv)  If  a  complete  and  signed  monthly 
status  report  is  received  within  the 
extension  period,  benefits  need  not  be 
issued  by  the  normal  payment  date. 

Such  benefits  shall  be  issued,  however, 
no  later  than  the  dates  specified  in 
paragraph  (h)(3)  of  this  section. 

(v)  The  State  agency  may  terminate 
the  household’s  benefits  if  it  has  not 
received  a  complete  and  signed  report 
by  the  end  of  the  extension  period. 

(vi)  If  the  State  agency’s  policy  is  to 
terminate  a  household's  benefits  if  a 
complete  and  signed  report  is  not 
received  at  the  end  of  the  extension 
period,  the  State  shall  send  a  notice  of 
termination  to  the  household.  The  notice 
of  termination  shall  meet  the  definition 
of  adequate  notice  as  defined  in 
paragraph  (b)(1)  of  this  section  and 
inform  the  household  of  its  possible 
reinstatement  if  the  report  is  completed 
or  filed. 

(vii)  The  termination  notice  should 
reach  the  household  at  least  10  days 
before  the  expected  issuance  of  benefits. 
However,  if  due  to  the  issuance 
schedule  or  the  filing  date  of  the  report 
this  is  not  possible,  the  termination 
notice  must  reach  the  household  on  or 
before  the  extended  payment  date. 

(3)  Benefit  Issuance,  (i)  The  State 
agency  shall,  within  30  days  of  the  end 
of  the  budget  month,  provide  all  eligible 
households  who  file  signed  and 
complete  monthly  reports  by  the 
scheduled  filing  date  with  an 
opportunity  to  participate,  unless  FNS 
determines  that  a  longer  issuance  period 
is  necessary.  FNS  may  approve  a  longer 
issuance  schedule  for  reasons  such  as 
coordination  with  an  AFDC  system  or 
the  staggered  issuance  of  ATPs  for 
security  reasons.  In  no  instance, 
however,  shall  the  State  agency  extend 
the  issuance  period  beyond  45  days 
following  the  end  of  the  budget  month. 

(ii)  For  eligible  households  which  file 
a  signed  and  complete  monthly  report 
during  the  extension  period,  benefits 
shall  be  issued  no  later  than  10  days 
after  the  normal  issuance  date,  but  in  no 
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event  later  than  the  45th  day  following 
the  end  of  the  budget  month. 

(iii)  Eligible  households  filing  a 
complete  and  signed  report  subsequent 
to  the  extension  period  but  prior  to  the 
end  of  the  issuance  month  shall  be 
provided  an  opportunity  to  participate 
no  later  than  the  extended  issuance  date 
or  10  days  following  receipt  of  the 
signed,  complete  report,  whichever  is 
later. 

(iv)  In  no  event  shall  a  State  agency 
reduce,  terminate  or  suspend  a 
household’s  benefits  on  the  basis  of  a 
monthly  report  earlier  than  the 
appropriate  issuance  month. 

(4)  Suspensions.  Each  State  agency 
operating  a  MR/RA  system  shall 
develop  a  procedure  which  will  ensure 
that  households  losing  their  eligibility 
due  to  a  temporary  increase  in  net 
income  are  quickly  brought  back  into 
the  system.  If,  for  example,  a  household 
experiences  a  $100  increase  in  income  in 
January,  making  it  ineligible  for  March 
benefits,  the  system  must  be  able  to 
respond  to  a  request  for  a  supplemental 
issuance  in  March  due  to  a  return  to  the 
normal  income  level. 

{ij  When  households  lose  eligibility 
due  to  an  increase  in  net  income  which 
is  subject  to  further  change,  the  State 
agency  shall  continue  to  supply  such 
households  with  monthly  reports  for  a 
minimum  of  one  additional  month. 
Households  that  are  eligible  based  on 
the  subsequent  month’s  circumstances 
shall  be  issued  benefits  on  their  normal 
issuance  cycle. 

(ii)  The  State  agency’s  system  shall  be 
structured  to  provide  timely 
supplemental  benefits  to  those 
households  that  became  eligible  and  file 
a  request  for  supplemental  benefits 
during  the  initial  month  of  ineligibility. 

(5)  Conversion.  In  those  States  where 
FS/AFDC  households  are  subject  to 
MR/RA,  but  some  other  categories  of 
households  are  not  subject  to  MR/RA, 
the  State  agency  shall  establish 
procedures  to  ensure  the  smooth 
transition  of  households  from  one 
system  to  the  other. 

(i)  If  the  household’s  AFDC  eligibility 
is  terminated  due  to  a  change  in  a  factor 
which  affects  only  AFDC  eligibility,  the 
State  agency  shall  continue  to  issue  food 
stamp  benefits,  if  the  household  is 
otherwise  eligible,  on  a.retrospective 
basis  for  one  additional  month.  At  the 
time  the  termination  notice  related  to 
the  AFDC  payment  is  issued,  the  State 
agency  shall  also  issuing  a  notice  of 
expiration  regarding  food  stamp 
benefits.  Such  notice  shall  be  issued  in 
time  to  ensure  that  the  household  will 
have  a  sufficient  time  to  timely  apply  for 
recertification. 


(ii)  The  State  agency  shall  have  the 
option  o.f  continuing  to  issue  food  stamp 
benefits,  if  the  household  is  otherwise 
eligible,  on  a  retrospective  basis  for  a 
second  additional  month  in  those  cases 
where  AFDC  eligibility  is  likely  to  be 
reinstated,  such  as  where  earned  income 
or  household  composition  is  likely  to 
change  again. 

(6)  Termination.  The  State  agency 
shall  take  action  to  terminate  those 
households  who  fail  to  file  a  monthly 
report,  fail  to  file  a  complete  report,  or 
fail  to  comply  with  a  non-financial 
eligibility  requirement,  such  as 
registering  for  employment.  As 
discussed  in  paragraph  (g)(2)(vi)  of  this 
section,  the  monthly  report  shall  inform 
households  of  their  potential  termination 
for  failure  to  file  a  complete,  signed 
report.  The  initial  notice  of  failure  to  file 
a  complete,  signed  report  shall  continue 
a  similar  message.  The  noticp  issued 
after  the  extension  period  shall  state  the 
reason  for  the  termination,  explain  what 
the  household  needs  to  do  to  be 
reinstated,  and  advice  the  household  of 
its  right  to  a  fair  hearing  arid  its  right  to 
receive  continued  benefits  if  it  requests 
a  fair  hearing  within  ten  days. 

(i)  Supplemental  Benefits.  The  State 
agency  shall  be  responsible  for 
providing  supplemental  benefits  to  those 
households  which  experience  a 
significant  change  in  household 
circumstances. 

(1)  Once  the  State  agency  has  begun 
issuing  benefits  to  a  household  based^on 
retrospective  iformation,  the  household 
is  eligible  to  receive  supplemental 
benefits  if: 

(1)  The  households’s  gross  income 
during  the  issuance  month  is  $50  lower 
than  the  gross  income  received  in  the 
corresponding  budget  month; 

(ii)  The  household’s  net  income  during 
the  issuance  month  is  $50  lower  than  the 
net  income  in  the  corresponding  budget 
month;  or 

(iii)  The  household  size  in  the 
issuance  month  is  larger  than  the 
household’s  size  in  the  corresponding 
budget  month  due  to  the  addition  of  one 
or  more  household  members  who  are 
not  members  of  another  certified 
household. 

(2)  A  household  reapplying  in  its 
initial  month  of  ineligibility  shall  be 
entitled  to  supplemental  benefits  if  it  is 
determined  to  be  eligible  and  meets  the 
conditions  of  paragraph  (i)(l)  (i),  (ii), 

(iii),  or  (iv)  of  this  section. 

(3)  In  determining  a  household’s 
entitlement  to  supplemental  benefits 
and  in  calculating  the  amount  of 
supplemental  benefits,  the  State  agency 
shall  apply  the  same  definitions  of 
income,  deductible  expenses,  and 
household  size  as  would  be  used  in 


calculating  prospective  eligibility  or 
benefit  levels.  The  State  agency  shall 
base  the  household’s  income  and 
deductions  on  circumstances  in 
existence  at  the  time  the  State  agency 
becomes  aware  of  the  change  and  on  a 
reasonable  anticipation  of  the 
household’s  circumstances  for  the 
remainder  of  the  issuance  month.  For 
example,  if  a  household  has  requested 
both  AFDC  and  food  stamp 
supplemental  benefits  and  the  AFDC 
supplement  can  be  reasonably  expected 
to  be  received  during  the  issuance 
month,  it  would  be  included  in  income 
calculations. 

(4)  The  amount  of  supplemental 
benefits  shall  be  determined  by 
calculating  the  household’s  entitlement 
for  the  issuance  month  using  prospective 
accounting  procedures,  and  subtracting 
from  this  amount  the  benefits  received 
or  scheduled  to  be  received  during  the 
issuance  month.  Any  food  stamp  claims 
or  retroactive  benefits  received  shall  be 
disregarded  in  such  calulation. 

(5)  Households  should  request 
supplemental  benefits  in  writing  using 
the  FNS-designed  form  or  a  form 
designed  by  the  State  agency  and 
approved  by  FNS.  However,  if  the  State 
agency  becomes  aware  from  a  source 
outside  the  MR/RA  system  of  a  change 
in  household  circumstances  which 
would  result  in  a  supplemental  issuance, 
the  State  agency  shall  be  responsible  for 
informing  the  household  of  its  potential 
eligibility  to  receive  supplemental 
benefits  and  of  the  information  the 
household  must  provide  in  order  that  the 
amount  of  supplemental  benefits  can  be 
computed. 

(6)  The  supplemental  benefit  request 
form  shall  be  a  simple,  easily 
understood  form  which  will  allow  the 
household  to  describe  its  reason  for 
requesting  supplemental  benefits  and  its 
current  month’s  circumstances.  The 
State  agency  shall  have  the  option  of 
designing  a  form  requesting  prospective 
data  for  two  months  for  those  instances 
when  the  circumstances  necessitating 
supplemental  benefits  are  expected  to 
extend  beyond  the  month  in  which  the 
charnge  is  reported.  In  all  circumstances 
in  which  the  State  agency  does  not 
exercise  this  option,  a  separate 
supplemental  benefit  request  shall  be 
made  for  each  month  that  supplemental 
benefits  are  desired. 

(7)  Tke  State  agency  shall  provide 
each  participating  household  with  at 
least  two  supplemental  benefit  request 
forms  at  the  time  of  certification,  and 
shall: 

(i)  Send  the  household  a  blank  form 
each  time  supplementfl  benefits  are 
provided  or  denied;  or 
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(ii)  Provide  the  household  with  a 
supplemental  benefit  request  form  as  an 
enclosure  to  the  monthly  report  form;  or 

(iii)  Provide  the  household  with  a 
supplemental  benefit  request  form  no 
later  than  the  date  the  monthly 
allotment  and  benefit  explanation  sheet 
are  provided. 

(8)  A  household  shall  be  permitted  to 
file  a  supplemental  benefit  request  form 
with  the  State  agency  on  the  same  day 
that  it  expresses  interest  in  requesting 
supplemental  benefits. 

(9)  The  State  agency  shall  have  five 
working  days  from  receipt  of  the 
supplemental  benefit  request  form  to 
issue  eligible  households  either  an  ATP 
or  coupon  allotment. 

(10)  The  State  agency  shall  make 
every  effort  to  ensure  that  the  household 
submits  the  veriHcation  required  in 
accordance  with  s273.2(f)(9](ii)  within 
the  five  working-day  issuance  standard. 
However,  benefits  for  the  first 
supplemental  issuance  month  shall  not 
be  delayed  beyond  the  five-day  issuance 
standard  due  to  the  lace  of  verification. 
No  other  increased  benefits 
(supplemental  or  regular  allotment) 
based  on  the  same  change  in 
circumstances  will  be  provided  until  the 
required  verification  is  submitted. 

(11)  The  State  agency  shall  not  issue 
supplemental  benefits  based  on  a  one¬ 
time  change  unless  the  change  is 
reported  in  the  month  in  which  it  occurs. 
For  example,  if  a  household  experiences 
a  $55  decrease  in  gross  income  in 
January  but  returns  to  its  previous 
income  level  in  February,  the  household 
would  not  be  issued  supplemental 
benefits  if  the  decrease  in  January 
income  was  not  reported  until  February. 

(12)  The  supplemental  benefit  or 
denial  thereof  shall  be  accompanied  by 
a  benefit  explanation  sheet.  The  benefit 
explanation  sheet  shall  inform  the 
household  of: 

(1)  The  disposition  of  its  request  for 
supplemental  benefits; 

(ii)  How  the  supplemental  benefit  was 
calculated;  and  * 

(iii)  The  household’s  right  to  a  fair 
hearing  if  it  disagrees  with  the 
disposition  of  the  request  or  the  amount 
of  the  supplemental  benefit. 

(j)  Action  on  information  from  sources 
other  than  the  reporting  system.  (1) 

Upon  receipt  of  any  information 
affecting  eligibility  or  benefits,  the  Stale 
agency  shall  determine  whether  a 
household  is  entitled  to  supplemental 
benefits  and  issue  them  in  accordance 
with  paragraph  (i)  of  this  section. 

(2)  In  the  event  a  household  reports 
information  which  alters  a  monthly 
report,  the  State  agency  shall  adjust  the 
allotment  for  the  appropriate  issuance 


month,  if  possible,  or  prepare  a  claim,  if 
appropriate. 

(3)  If  the  State  agency  receives 
information  from  someone  other  than  a 
household  member  which  would  result 
in  decreased  benefits,  the  State  agency 
shall  take  no  action  until  the  appropriate 
monthly  report,  covering  the  period  of 
the  alleged  change,  is  received.  If  the 
reported  information  does  not  appear  on 
the  monthly  report,  the  State  agency 
may  consider  the  monthly  report 
questionable  and  obtain  verification  - 
from  the  household. 

(1)  If  the  household  confirms  the 
change,  the  State  agency  shall  either 
prepare  a  claim,  if  benefits  have  already 
been  issued  for  the  appropriate  budget 
month,  or  adjust  the  benefit  level  for  the 
appropriate  future  issuance  month. 

(ii)  If  the  household  does  not  confirm 
the  change  yet  the  State  agency  believes 
the  change  has  occurred,  the  State 
agency  shall  issue  a  notice  of  adverse 
action  in  accordance  with  s273.13.  No 
further  action  shall  be  taken  on  the 
change  until  the  10  day  notice  period 
has  expired. 

(k)  Subsequent  participation.  (1) 
Households  reapplying  in  the  month 
following  the  last  month  of  certification, 
or  terminated  households  reapplying 
during  the  issuance  month  following  the 
last  month  in  which  they  received 
benefits,  shall  have  their  eligibility  and 
benefit  level  determined  in  accordance 
with  the  procedures  established  by  the 
State  agency  in  accordance  with 
paragraph  (h)(l)(iv)  and  (v)  of  this 
section. 

(2)  The  determination  of  eligibility  and 
benefit  level  shall  be  based  on 
information  in  a  monthly  report  that  the 
household  shall  complete  for  the  budget 
month  which  corresponds  to  the 
appropriate  issuance  month. 

(3)  If  the  household  is  ineligible  based 
on  the  information  contained  in  the 
monthly  report,  the  State  agency  shall 
determine  if  the  household  is  eligible  to 
receive 'supplemental  benefits  based  on 
circumstances  in  the  issuance  month. 

(4)  If  the  household  is  determined  to 
be  eligible  to  receive  benefits  under  the 
conditions  established  in  either 
paragraph  (k)(2)  or  (3)  of  this  section,  the 
State  agency  shall  provide  such 
households  with  an  opportunity  to 
participate  no  later  than  5  working  days 
from  the  date  the  complete,  signed 
monthly  report  or  the  request  for 
supplemental  benefits  is  filed.  Eligibility 
for  subsequent  month’s  allotments  shall 
be  contingent  upon  the  filing  of 
complete,  signed  reports  for  the 
corresponding  budget  months. 

(l)  Fair  hearings.  (1)  Households 
participating  in  a  MR/RA  system  shall 


be  entitled  to  fair  hearings  in 
accordance  s273.15. 

(2)  Any  household  which  requests  a 
fair  hearing  and  does  not  waive 
continuation  of  benefits  shall  have  its 
benefits  continued  until  the  end  of  the 
certification  period  or  the  resolution  of 
the  fair  hearing,  whichever  is  first. 

(3)  During  the  fair  hearing  period  the 
State  agency  shall  adjust  regular  and 
supplemental  issuances  to  take  into 
account  reported  changes,  except  for  the 
factor(s)  on  which  the  fair  hearing  is 
based. 

(m)  Recertification.  (1)  State  agencies 
shall  recertify  an  eligible  household 
which  timely  reapplies  and  provide  it 
with  an  opportunity  to  participate  by  the 
household’s  normal  issuance  cycle. 

(2)  The  State  agency  shall  recertify  the 
household  retrospectively,  using  the 
corresponding  budget  month  for  the  first 
month  of  the  new  certification  period  in 
determining  household  eligibility  and 

■  benefit  level.  However,  where  necessary 
because  States  issue  benefits  quickly 
and  FNS  approval  has  been  obtained, 
information  from  the  recertification 
interview  may  be  reflected  in  the 
eligibility  and  benefits  of  the  eligibility 
and  benefits  of  the  second  month  of  the 
new  certification  period. 

(3)  The  State  agency  shall  recertify 
households  according  to  one  of  the 
following  options: 

(i)  Recertification  form.  The  State 
agency  shall  provide  each  household 
with  a  recertification  form  to  obtain  all 
necessary  information  about  the 
household’s  circumstances  for  the 
budget  month. 

(A)  The  State  agency  shall  mail  the 
form  to  the  household  along  with  a 
notice  of  the  expiration,  in  place  of  the 
monthly  report  form. 

(B)  The  household  shall  submit  the 
form  to  the  State  agency  in  accordance 
with  paragraph  (g)(l)(iv)  of  this  section. 

(ii)  Monthly  report  and  addendum. 

The  Stale  agency  shall  provide  each 
household  with  a  monthly  report  form 
and  an  addendum  to  obtain  all 
additional  information  necessary  for 
recertification. 

(A)  The  State  agency  shall  mail  the 
monthly  report  form  to  the  household 
along  with  the  notice  of  expiration  in 
accordance  with  paragraph  (g)(l)(iii)  of 
this  section. 

(B)  The  household  shall  submit  the 
monthly  report  to  the  State  agency  in 
accordance  with  paragraph  (g)(l)(iv)  of 
this  section. 

(C)  The  State  agency  shall  deliver  the 
recertification  addendum  to  the 
household  along  with  the  monthly  report 
form  or  obtain  the  necessary 
information  from  the  household  at  the 
interview. 


80804 


Federal  Register  /  Vol.  45,  No.  236  /  Friday,  December  5,  1980  /  Proposed  Rules 


(D)  The  household  shall  submit  the 
addendum  to  the  State  agency  no  later 
than  the  time  of  the  interview. 

(4)  Households  which  submit  a 
recertification  form  on  a  monthly  report 
and  addendum  by  thq  normal  filing  due 
date  shall  be  considered  to  have  timely 
reapplied  and  shall  not  have  any 
interruption  in  benefits.  Other  State 
action  on  timely  reapplication,  proper 
handling  in  the  event  the  State  agency 
fails  to  act  on  a  timely  reapplication  or 
the  household  fails  to  submit  a  timely 
reapplication,  and  the  definition  of  good 
cause  for  failure  to  timely  reapply  shall 
be  in  accordance  with  §  273.l2tc),  (d), 

(e),  and  (f)  of  these  regulations. 

(5) (i)  The  State  agency  shall  conduct  a 
complete  interview  with  a  household 
member  or  an  authorized  representative. 

(ii)  The  State  agency  may  schedule 
the  interview  at  anytime  during  the 
month  after  the  end  of  the  last  budget 
month  of  the  old  certification  period. 

I  lowever,  if  the  interview  is  scheduled 
for  a  date  on  or  before  the  normal  filing 
due  date  of  the  monthly  report,  the  State 
agency  shall  permit  the  household 
member  and  authorized  representative 
to  bring  the  recertification  form  or 
monthly  report  addendum  to  the 
interview. 

(n)  Households  with  special 
circumstances.  (1)  Households  receiving 
self-employment  income  on  other  than  a 
monthly  basis,  such  as  farmers,  shall 
have  such  income  averaged  in 
accordance  with  §  273.11(a). 

(i)  In  the  initial  month(s),  household 
eligibility  and  benefits  levels  shall  be 
determined  in  accordance  with 
prospective  procedures  as  discussed  in 
paragraph  (e)  of  this  section. 

(ii)  After  the  initial  month(s), 
household  eligibility  and  benefit  levels 
shall  be  determined  by  normal 
retrospective  budgeting  methods  with 
the  exception  that  the  averaged  income 
amount  shall  be  used  in  lieu  of  actual 
income  received  from  the  self- 
employment  enterprise. 

(iii)  Households  requesting 
supplemental  benefits  based  on  a 
change  in  household  size  or  a  change  in 
deductible  expenses  or  a  change  in 
income,  other  than  self-employment 
income  which  has  had  no  substantial 
decrease  in  income,  shall  have  the 
amount  of  supplemental  benefits 
calculated  using  the  averaged  income 
amount  assigned  to  the  issuance  month, 
in  addition  to  all  other  factors.  If, 
however,  the  self-employment  enterprise 
has  experienced  a  substantial  decrease 
in  income,  the  average  shall  be 
recalculated  based  on  anticipated 
earnings.  The  old  income  average  shall 
be  compared  to  the  new  averaged  in 
determining  if  a  supplemental  issuance 


is  appropriate.  In  addition,  the  new 
income  average  shall  be  used  in 
determining  the  household’s  benefit 
level  for  subsequent  months. 

(2)  Households  which  receive  income 
by  contract  in  a  period  of  less  than  a 
year  shall  have  such  income  averaged  in 
accordance  with  the  procedures 
.discussed  in  §  273.10(c)(3)(ii). 

(i)  In  the  initial  month(s)  household 
eligibility  and  benefit  level  shall  be 
determined  in  accordance  with  . 
prospective  procedures  as  discussed  in 
paragraph  (e)  of  this  section. 

(ii)  After  the  initial  month(s), 
household  eligibility  and  benefit  levels 
shall  be  determined  by  normal 
retrospective  budgeting  methods  with 
the  exception  that  the  averaged  contract 
income  amount  shall  be  used  in  lieu  of 
actual  contract  payments. 

(iii)  Households  requesting  a 
supplemental  issuance  shall  have  their 
eligibility  for  supplemental  benefits 
calculated  using  the  averaged  contract 
income  amount  assigned  to  the  issuance 
month. 

(3)  Households  receiving  scholarships, 
deferred  educational  loans,  or  other 
educational  grants  shall  have  such 
income,  after  exclusions,  averaged  over 
the  period  for  which  it  was  provided. 

(i)  In  the  initial  month(s),  household 
eligibility  shall  be  determined  in 
accordance  with  prospective  procedures 
discussed  in  paragraph  (e)  of  this 
section. 

(ii)  After  the  initial  month(s), 
household  eligibility  and  benefit  levels 
shall  be  determined  by  normal 
retrospective  budgeting  methods  with 
the  exception  that  the  averaged 
educational  payment,  once  received, 
shall  be  included  as  unearned  income 
during  the  months  it  is  intended  to 
cover. 

(iii)  Households  requesting 
supplemental  benefits  shall  have  their 
request  evaluated  based  on  the 
averaged  income  assigned  to  the 
issuance  month  in  addition  to  all  other 
factors. 

(4)  Drug  addict/ alcoholic  treatment 
centers  shall  be  responsible  for 
completing  and  filing  monthly  reports 
for  residents  who  are  subject  to  MR/RA. 

(91  Stat.  958  (7  U.S.C.  2011-2027)) 

(Catalogue  of  Federal  Domestic  Programs  No. 
10.551,  Food  Stamps) 

Dated:  December  1, 1980. 

Carol  Tucker  Foreman, 

Assistant  Secretary. 
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DEPARTMENT  OF  AGRICULTURE 
7  CFR  Part  282 
[Arndt.  No.  185] 

Food  Stamp  Program;  Monthly 
Reporting/Retrospective  Accounting 
Demonstration  Project 

agency:  Food  and  Nutrition  Service, 
USDA. 

ACTION:  Proposed  rule. 

SUMMARY:  This  proposed  rule  sets  forth 
procedures  for  conducting  a 
demonstration  project  under  the  Food 
Stamp  Program  using  monthly  reporting 
and  etrospective  accounting  (MR/RA) 
in  determining  participating  households’ 
continuing  eligibility  and  benefit  levels. 
The  (demonstration  project  will  test  the 
impact  of  monthly  reporting  and 
retrospective  accounting  on 
administrative  procedures,  benefit 
levels,  error  rates  and  client  services. 
Project  operations  are  scheduled  to 
commence  on  or  about  the  beginning  of 
January  1981,  and  will  last  for 
approximately  eighteen  months.  The 
project  will  be  conducted  in  two  sites: 
Peoria  County  and  the  Southeast  local 
office  of  Cooic  County,  Illinois.  MR/RA 
is  intended  to  help  States  to  reduce  error 
rates  by  using  verifiable  data  instead  of 
data  developed  through  estimates  and 
projections. 

date:  Comments  should  be  received  on 
or  before  December  22, 1980  to  be 
assured  of  consideration. 

ADDRESS:  Comments  should  be 
submitted  to:  Claire  Lipsman,  Director, 
Program  Development  Division,  Family 
Nutrition  Programs,  Food  and  Nutrition 
Service,  United  States  Department  of 
Agriculture,  Washington,  D.C.  20250.  All 
written  comments  will  be  open  to  public 
inspection  at  the  office  of  the  Food  and 
Nutrition  Service,  USDA,  during  regular 
business  hours  (8:30  a.m.  to  5:00  p.m., 
Monday  through  Friday)  at  500 12th 
Street  S.W..  Washington,  D.C.,  Room 
678. 

FOR  FURTHER  INFORMATION  CONTACT: 

Marilyn  Carpenter,  Chief,  Program 
Research  and  Analysis  Branch,  Program 
Development  Division,  Family  Nutrition 
Programs,  Food  and  Nutrition  Service, 
United  States  Department  of 
Agriculture,  Washington,  D.C.  20250; 
telephone:  202-447-8332.  The  Draft 
Impact  Analysis  describing  the  options 
considered  in  developing  this  proposed 
rule  and  the  impact  of  implementing 
each  option  is  available  on  request  from 
the  above  named  individual. 
SUPPLEMENTARY  INFORMATION:  This 
proposed  action  has  been  reviewed 
under  USDA  procedures  established  in 
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Secretary’s  Memorandum  1955  to 
implement  Executive  Order  12044,  and 
has  been  classified  “not  significant.” 

Robert  Greenstein,  Administrator, 

Food  and  Nutrition  Service,  has 
determined  that  a  situation  exists  which 
warrants  a  public  comment  period  of 
less  than  sixty  days.  This  shortened 
comment  period  is  necessary  to  permit 
concurrent  implementation  of  monthly 
reporting/retrospective  accounting  for 
both  the  Food  Stamp  and  Aid  to 
Families  with  Dependent  Children 
(AFDC)  Programs  in  the  demonstration 
project  sites.  Concurrent  implementation 
of  this  joint  USDA/HHS  project  is 
necessary  to  assure  a  methodologically 
sound  analyses  of  the  results  of  the 
demonstration.  The  HHS  component  of 
the  joint  project  will  also  be 
implemented  in  January.  It  should  be 
noted,  that  the  Illinois  State  agency  has 
discussed  the  operation  of  the 
demonstration  project  with  Legal  Aid 
groups  in  both  Peoria  and  Cook 
Counties.  In  addition,  letters  have  been 
sent  to  20  groups  representing 
participants  in  Peoria,  and  a  general 
orientation  session  has  been  scheduled 
for  early  December.  Plans  are  being 
made  to  contact  similiar  groups  in  Cook 
County,  and  a  general  orientation 
session  is  scheduled  to  take  place  there 
the  first  part  of  February. 

The  concept  of  monthly  reporting  and 
retrospective  accounting  has  long  been 
of  interest  to  those  concerned  with  the 
administration  of  both  the  Food  Stamp 
Program  and  the  Aid  to  Families  with 
Dependent  Children  (AFDC)  Program. 
Initial  findings  coming  from  an 
experimental  project  conducted  in 
Colorado  by  the  United  States 
Department  of  Health  and  Human 
Services  (HHS)  indicated  that  such  a 
system  led  to  some  reduction  in 
payment  costs  and  could  produce  a 
higher  degree  of  accuracy  in  determining 
household  assistance  needs  than  was 
afforded  through  prospective  accounting 
techniques.  Based  on  these  findings, 
HHS  decided  to  undertake  a  series  of 
demonstration  projects  to  learn  more 
about  the  effects  that  a  monthly 
reporting/retrospective  accounting  (MR/ 
RA)  system  has  on  program  costs, 
administration,  error  rates,  and  client 
needs.  While  USDA  was  also  interested 
in  testing  the  effects  of  such  a  system  on 
Food  Stamp  Program  operations,  there 
was  no  authority  to  conduct 
demonstration  projects  until  regulations 
implementing  Section  17(b)  of  the  1977 
Food  Stamp  Act  (P.L.  95-113)  were 
published  in^September  1978. 

After  these  regulations  were  issued, 
the  Department  began  a  series  of 
conversations  with  both  HHS  and  those 


State  agencies  which  were  project 
operators  for  the  HHS  MR/RA 
Demonstration  Project.  As  a  result  of 
these  conversations  and  the 
Department's  continuing  interest  in  the 
applicability  of  a  MR/RA  system  to 
Food  Stamp  Program  operations,  the 
Department  initiated  two  actions.  First, 
the  Administration’s  1979  legislative 
proposals  contained  a  provision  which 
would  have  allowed  States,  at  their 
option,  to  use  a  MR/RA  system  to 
determine  household  eligibility  and 
benefit  levels.  This  optional  system  was 
intended  to  provide  administrative  relief 
to  those  States  who  had  implemented  a 
MR/RA  system  for  AFDC  purposes,  and 
to  allow  States  to  attempt  to  reduce  food 
stamp  error  rates  through  MR/RA. 

Second,  the  Department  decided  to 
undertake  a  demonstration  project 
which  would  determine  the  effect  that  a 
MR/RA  system  had  on  Food  Stamp 
Program  administration  and  operations. 
While  it  was  acknowledged  that  the 
HHS  demonstration  projects  in  this  area 
would  provide  us  with  some 
information,  it  was  also  recognized  that 
fundamental  program  differences  would 
obscure  our  ability  to  relate  such 
information  directly  to  the  Food  Stamp 
Program. 

The  decision  to  undertake  such  a 
demonstration  project  was  accompanied 
by  the  decision  to  use  as  a  project 
grantee  one  of  those  States  chosen  by 
HHS  to  participate  in  their 
demonstration  project.  The  decision  was 
made  with  the  knowledge  that  in  most 
instances  a  MR/RA  system  must  be 
supported  by  a  sophisticated  computer 
system.  Since  we  believed  that  there 
was  not  sufHcient  time  to  acquire  such 
computer  equipment  and  design  and 
prepare  such  a  system  for  operations, 
our  choices  were  narrowed  to  those 
States  which  had  already  accomplished 
much  of  the  preliminary  system  design 
work.  Michigan,  Massachusetts,  Illinois 
and  Vermont  all  submitted  unsolicited 
proposals  which  would  have  included 
the  food  stamp  component  in  an 
upcoming  AFDC  MR/RA  system. 
Although  each  State’s  proposal  added  to 
our  knowledge  about  MR/RA,  it  was 
determined  that  the  Illinois’  proposal 
best  suited  the  operational  and 
evaluation  goals  of  the  Department. 
Hence,  in  September  1979,  the 
Department  and  HHS  entered  into  a 
joint  grant  agreement  with  the  Illinois 
Department  of  Public  Aid. 

Since  the  time  of  the  grant  award, 
personnel  from  the  Department,  HHS, 
and  Illinois  have  worked  closely 
together  on  the  design  of  both  project 
operations  and  evaluation.  That 
cooperation  has  produced  a  contract  for 


the  independent  evaluation  of  the 
system’s  effects  and  contributed  to  the 
proposed  regulations  discussed  in 
§  273.21  in  this  edition  of  the  Federal 
Register. 

These  proposed  rules  would 
implement  the  proposed  rules  of  §  273.21 
for  the  purpose  of  permitting  the 
demonstration  project  to  begin  on  or 
about  January  1, 1981,  when  the  first 
monthly  reports  are  scheduled  to  be 
mailed  to  participating  households  in 
Peoria  County. 

It  should  be  noted  that  only  one 
change  has  been  made  from  the 
proposed  rulemaking  implementing  the 
optional  MR/RA  system  requirements. 
Fifty  percent  of  the  households  selected 
to  participate  in  the  demonstration 
project  would  be  assigned  an  open- 
ended  certification  period.  While  the 
State  agency  would  contact  such 
households  on  a  continuing  basis  when 
the  need  arose,  no  standard  certification 
period  would  be  set.  This  variant  in  the 
experimental  design  is  intended  to 
provide  data  on  the  need  for  regularly 
schedule  recertification  interviews.  The 
theory  to  be  tested  in  this  “sub¬ 
experiment”  is  that  monthly  reporting 
with  ongoing  caseworker  contacts 
eliminates  the  need  for  specific 
certification  periods.  The  hypothesis 
would  then  be  that,  in  a  MR/RA  system, 
there  is  no  significant  difference  in  the 
error  rates  of  cases  which  have 
scheduled  recertification  dates  and 
cases  which  do  not  have  scheduled 
recertification  dates  and  that  any 
difference  in  error  rates  that  does  occur 
is  due  only  to  chance. 

Participants  in  the  demonstration 
project  will  be  limited  to  food  stamp 
households  headed  by  an  AFDC 
caretaker  relative.  In  Peoria  County, 
which  will  serve  as  the  basic 
administrative  test  site  of  the  project,  all 
such  households  will  be  converted  to  the 
MR/RA  system.  In  the  Southeast  local 
office  of  Cook  County,  which  will  serv'e 
as  the  control/experimental  site,  such 
households  will  be  randomly  divided 
into  participa ting/ nonparticipating  MR/ 
RA.households.  In  both  sites, 
households  selected  to  participate  in  the 
demonstration  project  will  be  informed 
both  orally  and  in  writing  of  the 
project’s  operations  and  their  roles, 
rights  and  responsibilities. 

For  purposes  of  monitoring  and 
evaluation,  the  State  agency  has  agreed 
to  maintain  those  records  and  reports 
required  by  the  Department  and  the 
contractor  which  will  be  used  for  project 
evaluation.  Such  records  and  reports 
shall  be  maintained  by  the  State  Agency 
for  three  years  from  the  date  of 
submission  of  the  final  project 
expenditure  report.  Since  the  MR/RA 
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project  involves  significantly  different 
treatment  of  elements  of  eligibility,  FNS 
has  determined  that  error  rates 
attributable  to  the  project  will  not  be 
included  in  the  State’s  overall  error  rate. 
To  accomplish  this,  the  State  will  select 
and  review  the  quality  control  sample 
using  normal  procedures.  The  results  of 
such  reviews,  however,  will  be  reported 
to  FNS  separately  and  FNS  will  not 
include  them  in  determining  the  State’s 
cumulative  allotment  error  rate. 

For  evaluation  purposes,  however,  the 
State  agency  will  be  expected  to  draw  a 
separate  quality  control  sample  from 
MR/RA  cases.  Errors  discovered 
through  this  separate  review  will  require 
corrective  action  similar  to  ongoing  case 
reviews. 

For  the  reasons  set  out  in  the 
preamble,  it  is  proposed  to  amend  Part 
282  of  Chapter  II  of  Title  7  of  the  Code  of 
Federal  Regulations  as  follows: 

PART  282— DEMONSTRATION, 
RESEARCH  AND  EVALUATION 
PROJECTS 

1.  In  Part  282,  §  282.14  is  added  to  read 
as  follows: 

§  282.14  Monthly  reporting/retrospective 
accounting  demonstration  project. 

(a)  Purpose.  These  regulations 
establish  procedures  under  which  a 
demonstration  project,  hereafter 
referred  to  as  the  Monthly  Reporting/ 
Retrospective  Accounting  (MR/RA) 
Project,  will  operate.  Under  this  project, 
participating  households  will  be 
required  to  submit  a  monthly  report  as  a 
condition  of  continuing  eligibility. 

Benefit  levels  will  be  computed  using 
prior  month  information. 

(b)  Method.  While  current  legislation 
provides  States  with  the  option  of  using 
a  MR/RA  system  to  determine 
household  eligibility  and  benefit  levels, 
the  Department  is  undertaking  the  MR/ 
RA  project  to  determine  the  effects  that 
the  system  will  have  on  staff  utilization, 
participation  rates,  quality  control  error 
rates,  and  client  services.  These  effects 
will  be  determined  through  a  systematic 
evaluation  of  project  administration  and 
results  as  determined  by  an  independent 
contractor. 

(c)  Statutory  requirements  to  be 
waived.  Subsection  17(b)(1)  of  the  Food 
Stamp  Act  authorizes  the  Secretary  to 
waive  any  requirement  of  the  Act 
necessary  to  conduct  a  demonstration 
project,  as  long  as  the  project  does  not 
lower  or  further  restrict  the  income  or 
resource  standards  or  benefit  levels  of 
project  participants.  For  the  purposes  of 
the  MR/RA  project,  the  following 
requirements  of  the  Act  shall  be  waived. 
Other  requirements  shall  be  waived  as 
the  Secretary  deems  necessary. 


consistent  with  the  limitations  on  the 
waiver  authority  provided  under  Section 
17(b)(1).  Such  waivers,  if  necessary, 
shall  be  published  in  the  Federal 
Register. 

(1)  Section  5(b)  Uniform  Standards. 

The  requirement  for  uniform  standards 
shall  be  waived  to  the  extent  necessary 
to  hllow  the  MR/RA  project  to  operate. 

(2)  Section  3(c)  Certification  Period. 

For  fifty  percent  of  the  households 
selected  to  participate  in  the  MR/RA 
project,  the  certification  period  will  be 
continuous  rather  than  for  a  maximum 
of  twelve  months. 

(d)  Regulatory  Requirements.  (1) 
Procedures  and  requirements  contained 
in  propqsed  regulations  found  at  s273.21, 
except  as  noted  below,  shall  be  in  effect 
for  the  purpose  of  this  project. 

(i)  s273.21(b)(3)  Certification  Period. 
The  certification  period  for  50  percent  of 
the  households  selected  to  participate  in 
the  MR/RA  project  shall  be  continuous 
until  such  time  as  the  household 
voluntarily  withdraws,  or  the  household 
is  terminated  from  the  program  for 
failing  to  meet  financial  or  non-financial 
eligibility  requirements  or  to  comply 
with  the  reporting  requirements  of 
S273.21,  whichever  occurs  earlier. 

(ii)  273.21(m)  Recertification.  For 
those  fifty  percent  of  participating 
households  subject  to  continuous 
certification  periods,  s273.21(m)  shall  be 
waived  in  its  entirety.  Such  households 
shall  continue  to  be  subject  to  interim 
household  reviews  as  case  conditions 
warrant,  i.e.,  edit  problems, 
recalculation  of  average  income  for 
households  with  special  income 
circumstances,  or  fulfillment  of  the  work 
registration  requirement. 

(e)  Areas  of  Operation.  The  MR/RA 
project  will  be  conducted  in  Peoria  and 
Cook  Counties,  Illinios.  In  Peoria,  all 
food  stamp  households  headed  by  an 
AFDC  caretaker  relative  will  be 
included  in  the  experiment.  This 
universe  will  provide  the  necessary 
basis  for  testing  the  administrative 
feasibility  of  the  system.  In  the 
Southeast  local  office  of  Cook  County, 
food  stamp  households  headed  by  an 
AFDC  caretaker  relative  will  be 
randomly  divided  into  an  experimental 
group  and  a  control  group.  Such 
caseload  division  will  facilitate  a 
comparative  analysis  of  cases  within  the 
project  site.  In  neither  office  will  AFDC 
foster  care  cases  be  included.  It  is 
anticipated  that  the  project  will  be 
initiated  in  Peoria  with  the  mailing  of 
monthly  reports  on  or  about  the  first  of 
January  1981.  The  Cook  County  system 
wilt  be  initiated  approximately  three 
months  later  than  the  Peoria  schedule. 

(f)  Records  and  Reports.  The  State 
agency  shall  maintain  all  records  related 


to  project  operations  for  a  period  of 
three  years  from  the  date  of  submission 
of  the  final  project  expenditure  report, 
or  longer  if  required  in  writing  by  FNS. 
Such  records  shall  be  available  to  FNS 
or  its  designee  upon  request. 

(g)  Monitoring  and  Evaluation.  FNS 
will  establish  procedures  for  monitoring 
State  agency  compliance  with  the 
requirements  of  §  282.14.  The  evaluation 
of  the  project  will  be  conducted  by  an 
independent  contractor.  The  State 
agency  shall,  upon  reasonable 
notification,  provide  the  evaluation 
contractor  with  access  to  all  information 
pertaining  to  project  operations. 

(h)  Quality  Control.  The  State  agency 
shall  review  MR/RA  cases  selected  for 
the  quality  control  sample  in  accordance 
with  normal  review  procedures.  The 
results  of  such  reviews  will  be  reported 
separately  to  FNS  and  will  not  be 
included  in  the  State’s  cumulative 
allotment  error  rate.  For  the  purpose  of 
project  evaluation,  FNS  will  require  the 
State  agency  to  draw  a  separate  quality 
control  sample  from  households 
assigned  to  the  MR/RA  project.  The 
State  agency  shall  be  required  to  initiate 
corrective  action  to  eliminate  errors 
from  those  cases  participating  in  the 
MR/R.\  project. 

(91  Stat.  958  (7  U.S.C.  2011-2027)) 

(Catalogue  of  Federal  Domestic  Programs  No. 
10.551,  Food  Stamps) 

Dated:  December  1, 1980. 

Carol  Tucker  Foreman, 

Assistant  Secretary. 

(KR  Doc.  80-37760  Filed  12-4-80;  8:45  am| 
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AGENCY  PUBLICATION  ON  ASSIGNED  DAYS  OF  THE  WEEK  • 

The  following  agencies  have  agreed  to  publish  all 
documents  on  two  assigned  days  of  the  week 
(Monday /Thursday  or  Tuesday /Friday). 

This  is  a  voluntary  program.  (See  OFR  NOTICE 

FR  32914,  August  6,  1976.) 

(Sunday 

Tuesday 

Thursday 

r.-Way 

DOT/SECRETARY 

USDA/ASCS 

DOT/SECRETARY 

USDA/ASCS 

DOT/COAST  GUARD 

USDA/FNS 

DOT/(X)AST  GUARD 

USDA/FNS 

DOT/FAA 

USDA/FSQS 

DOT/FAA 

USDA/FSQS 

DOT/FHWA 

USDA/REA 

DOT/FHWA 

USDA/REA 

DOT/FRA 

MSPB/OPM 

DOT/ FRA 

MSPB/OPM 

DOT/NHTSA 

LABOR 

DOT/NHTSA 

LABOR 

DOT/RSPA 

HHS/FDA 

DOT/RSPA 

HHS/FDA 

DOT/SLSDC 

DOT/SLSDC 

DOT/UMTA 

DOT/UMTA 

CSA 

CSA 

Documents  normally  scheduled  for  publication  on  a  day  that  will  be  a 
Federal  holiday  will  be  published  the  next  work  day  following  the  holiday. 
Comments  on  this  program  are  still  invited. 

Comments  should  be  submitted  to  the  Day-of-the-Week  Program  Coordinator. 
Office  of  the  Federal  Register,  National  Archives  and  Records  Service, 
General  Senrices  Administration,  Washington,  D.C.  20408 


REMINDERS 


Rules  Going  Into  Effect  Today 

Note:  There  were  no  items  eligible  for  inclusion  in  the  list  of  Rules 
Going  Into  Effect  Today. 

List  of  Public  Laws 

Last  Listing  December  4, 1980 

This  is  a  continuing  listing  of  public  bills  from  the  current  session  of 
Congress  which  have  become  Federal  laws.  The  text  of  laws  is  not 
published  in  the  Federal  Register  but  may  be  ordered  in  individual 
pamphlet  form  (referred  to  as  “slip  laws”)  from  the  Superintendent 
of  Documents,  U.S.  Government  Printing  Office,  Washington,  D.C. 
20402  (telephone  202-275-3030). 

H.R.  39  /  Pub.  L.  96-487  Alaska  National  Interest  Lands 

Conservation  Act  (Dec.  2, 1980;  94  Stat.  2371)  Price  $4.50. 
H.R.  8329  /  Pub.  L.  96-488  To  allow  the  obsolete  aircraft  carrier 
United  States  ship  Intrepid  to  be  transferred  to  the  Intrepid 
Museum  Foundation,  Incorporated,  before  the  expiration  of 
the  othenvise  applicable  sixty-day  congressional  review 
period  (Dec.  2, 1980;  94  Stat.  2552)  Price  $1. 

S.  43  /  Pub.  L.  96-489  To  promote  safety  and  health  in  skiing  and 
other  outdoor  winter  recreational  activities  (Dec.  2,  1 980;  94 
Stat.  2553)  Price  $1 . 

H.R.  7942  /  Pub.  L.  96-490  To  approve  and  implement  the  protocol 
to  the  trade  agreement  relating  to  customs  valuation,  and  for 
other  purposes  (Dec.  2, 1980;  94  Stat.  2556)  Price  $1. 

S.  1 135  /  Pub.  L.  96-491  To  provide  for  certain  lands  to  be  held  in 
trust  for  the  Moapa  Band  of  Paiutes  and  to  be  considered  to 
be  part  of  the  Moapa  Indian  Reservation  (Dec.  2, 1 980;  94 
I  Stat.  2561)  Price  $1. 

H.R.  8112/  Pub.  L.  96-492  To  require  the  Secretary  of  the  Interior 
to  convey  a  parcel  of  land  located  in  Colorado  and  certain 
mineral  interests  to  the  Ute  Mountain  Ute  Tribe  and  to  pay 
an  amount  to  such  tribe  for  energy  development  (Dec.  2, 
1980;  94  Stat.  2565)  Price  $1. 

S.  2251  /  Pub.  L.  96-493  Gasohol  Competition  Act  of  1980  (Dec.  2, 
1980;  94  Stat.  2568)  Price  $1. 

H.R.  3765  /  Pub.  L.  96-494  Agricultural  Act  of  1 980  (Dec.  3, 1 980; 

94  Stat.  2570)  Price  $1.25. 


NOTE:  As  of  September  2,  1980,  documents  from 
the  Animal  and  Plant  Health  Inspection  Service, 
Department  of  Agriculture,  will  no  longer  be 
assigned  to  the  Tuesday/Friday  publication 
schedule. 
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Mail  to:  Superintendent  of  Documents,  U.S,  Government  Printing  Office,  Washington,  D.C.  20402 

- - - -  - -  CredK  Cartl  Orders  On(y 
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